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THE introductory article by James H. Hackney of the 
Bureau staff outlines the basic tax and accounting func- 
tion. He illustrates his article with a flow chart of rev- 
enues anc expenditures in the unemployment fund, a 
chart of balance sheet and operation accounts which 
may be condensed or expanded to fit the needs of small 
or large States, and a list of 24 controls which will pre- 
vent errors and possible fraud, internal and external 


Other theme articles show a differentiation of methods 
in State administration of the tax and accounting func- 
tions. Centralization and decentralization, specializa- 
tion and the lack of it show up in the State reports. 
Some of the variations grow out of differences in statu- 
tory provisions on coverage and on collection methods. 
Other differences arise from diversity of economic condi- 
tions and the geography of States. 


* * * 


WuaTt constitutes employment and an employer under 
a State employment security law is not as simple as it 
seems, says Robert R. Taylor, Indiana’s Chief of Con- 
tributions, as he discusses the job of determining tax 
liability with coverage of eight or more employees. Mr. 
Taylor also gives his prescription for the best procedure 
to find and establish new accounts. p. 9 


Sanpy deserts and rugged mountains are challenging 
terrain for field men who search out new business con- 
cerns to establish their tax liability promptly, says Utah’s 
Lee G. Burns in his article in this issue. With the State’s 
coverage of ‘“‘one or more,’ prompt contact with new 
firms is essential. Since Utah has operated with coverage 
of both “‘eight or more”? and ‘“‘one or more,’ Mr. Burns 
cites the advantages and disadvantages of covering small 
firms. p. 12 


Wuart about operations in a large State? To answer 
this we have an article by Paul Mayer of the New York 
Employer Accounts Bureau which handles millions of 
dollars per year. The gist of his article is that the opera- 
tions of the Bureau’s six functions must be carried out as 
separate and distinct units. The author cites various 
procedures which have been tried out and discarded in 
the State’s 17-year history of tax collection and account- 
ing. p. 15 


‘“THe most fruitful ground for good public relations is 
the courteous and helpful attitude of the field accountant 
in his day-to-day personal contact with the public,” says 


James W. Hartzell, Chief Field Accountant of the Penn- 


sylvania agency. In sharp contrast to the specialization 
in New York State, the Pennsylvania field auditor has 
wide responsibilities for discovering new employing enti- 
ties, obtaining delinquent quarterly reports, collecting 


delinquent taxes, and explaining the law as well as mak- 
ing formal audits of employers’ books. Therefore he 
must have a broad knowledge and must be able to think 
on his feet. p. 18 


In Connecticut also, the field auditor is responsible for 
employer relations, says Charles R. Rowe, Field Audit 
Supervisor. With Connecticut’s coverage of employers 
who have 4 or more employees in 13 weeks, the field 
auditors have to do much educational work, explaining 
the provisions of the law on common control of employ- 
ing entities, subcontractors, independent contractors, and 
successors. p. 22 


CHARLEs L. Mann, Treasurer of the Florida Industrial 
Commission, finds delinquent taxpayers as inevitable as 
death and taxes. He explains how Florida has reduced 
its delinquency rate to 6 out of every 1,000 employers 
60 days after the due date of contribution reports. This 
record is notable in a State which has large numbers of 
seasonal employers. He stresses the importance of strict 
adherence to a time schedule in delinquency and collec- 
tion controls and the close coordination of the collection 
activities of the agency’s central office staff and field 
force. p. 24 


“Ir 1s an intriguing and fascinating job” says John 
R. Branham, Assistant Director of the North Carolina 
Unemployment Insurance Division, concerning his 
State’s experience-rating function. He describes the 
State reserve-ratio system of varying employer tax rates, 
as amended in 1953, and the maintenance of experience- 
rating accounts. p. 26 


Lee G. Wiiuiams, General Counsel of the Texas Em- 
ployment Commission, emphasizes that serious legal 
problems in connection with tax collections can be 
avoided by proper cooperation between the Commis- 
sion’s tax and legal departments. Against the back- 
ground of the provisions of the Texas UC law, he dis- 
cusses tax suits and the means of obviating them, trouble- 
some termination-of-coverage situations, and problems 
arising in small family businesses because of the com- 
munity-property law. p. 29 


Georce H. Wetpon, Chief Supervisor of the Massa- 
chusetts Contributions Department, reports on the prob- 
lems of covering under one State law employers with 
workers in more than one State. _ He explains the uni- 
form statutory provisions for localizing employment and 
the reciprocal coverage arrangements. His experience 
is that “‘other State employment security agencies are 
most cooperative’. p. 33 
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Secretary of Labor Greets Staff 


Durinc the first week of his administration as the 
Secretary of Labor, James P. Mitchell personnally 
ereeted the entire staff of the Department of Labor 
at a meeting in the Departmental auditorium. 
Following an introduction of the four assistant 
secretaries and the Department’s solicitor, Mr. 
Mitchell extended his greeting to the Department 
employees and briefly described his hopes and plans 
to promote the Department’s effectiveness in the 
interest of the overall welfare of the Nation. He said, 
in part, 

“I’ve talked to every Bureau head and I’ve listened 
to statistics, to programs, to projects and future 
plans, and it comes to me quite suddenly that here in 
this Department is a group of people, all of you, who 
have a great, great impact on the economy of America; 
that the statistics which you compile, the research 
which you do, the planning that you do, the service 
that you perform for the public and for other Govern- 
ment agencies, affect our national economy perhaps 
as no other Department of Government does. And 
that’s a grave responsibility for you and for me, the 
gentlemen here on the platform, for all of us. And I 
hope that in the time to come we may discharge that 
responsibility better. . . . 

“T intend, in this Department, to emphasize train- 
ing of employees in the Department, the development 
of a spirit of teamwork, the maximum utilization of 
the skill and talent of everyone in the Department, 
and to assure you that those of us who possess the 
imagination, the zeal, the desire, and the motivation 
to meet the objectives which I’ve tried to outline, 
have nothing to fear. 

‘“‘We can and we will make this Department the best 
Government department, and we can and we will 
make the effectiveness of this Department felt through- 
out the entire economy of America.” ~~ 

Mr. Mitchell, who is a native of New Jersey, is the 
eighth person to hold this important place in the 
President’s Cabinet. Appointed by the President on 
October 8, to fill the post made vacant by the resig- 
nation-of Martin P. Durkin on August 31, 1953, Mr. 
Mitchell was sworn in the following morning, October 
g, and attended the Cabinet meeting which immedi- 
ately followed. 

Mr. Mitchell comes to his new post from an assign- 
ment as Assistant Secretary of the Army in charge of 
Manpower and Reserve Forces Affairs. 

During World War II, he served as Director of the 
Industrial Personnel Division of the War Department, 
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Photo courtesy Dept. of Labor (Johnson) 


The Secretary of Labor, James P. Mitchell, greets his staff from 
the stage of the Departmental Auditorium in Washington. 


where he was responsible for labor and manpower 
problems that affected Army production and nearly 
a million civilian employees of the Army service forces. 
He also served as alternate for the Under Secretary 
of War on the War Manpower Commission. 

Since the war, and prior to appointment to his 
Defense Department post, Mr. Mitchell was Director 
of Personnel and Industrial Relations at R. H. Macy 
& Co., and later served as Vice President in Charge 
of Labor Relations and Operations at Bloomingdale 
Bros., both in New York City. 

He was also a member of the Personnel Advisory 
Board of the Hoover Commission in 1948; Chairman 
of the Employee Relations Committee of the National 
Retail Dry Goods Association; a member of the Exec- 
utive Committee of the National Civil Service League; 
and Chairman of the Executive Committee, Retail 
Labor Standards Association of New York. 

From 1940-43, Mr. Mitchell served as a member of 
the National Building Trades Stabilization Board. 
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The Board was established following an agreement 
between the 19 building trades unions in the country 
and the Federal Government. Mr. Mitchell helped 
negotiate this agreement which outlined uniform 
working conditions for building trades members 
working on Federal construction projects. 

Mr. Mitchell was born in Elizabeth, N. J., Novem- 
ber 12, 1900. He attended St. Patrick’s Parochial 
School and Batten High School in Elizabeth. In 
1923, he married the former Miss Isabelle Nulton, of 
Roselle Park, N. J. They have a daughter, Elizabeth, 
13 years old. 


The Assistant Secretaries of Labor 


THE supervisory assignments of the Assistant 
Secretaries of Labor under the Department’s reorgani- 
zation are as follows: 

Rocco C. Siciliano, Assistant Secretary for Employ- 
ment and Manpower, heads the office of Manpower 
Administration and has jurisdiction over the Bureau 
of Employment Security (including the U. S. Em- 
ployment Service, the Unemployment Insurance 
Service, and the Veterans Employment Service), the 
Bureau of Veterans’ Reemployment Rights, and the 
Bureau of Apprenticeship. 

Spencer Miller, Assistant Secretary for International 
Labor Affairs, will provide the leadership and policy 
guidance to the Office of International Labor Affairs, 
the Director of which is charged with responsibility of 
developing policies and programs and for coordinating 
international activities throughout the Department of 
Labor. 

Harrison Hobart, Assistant Secretary for Standards 
and Statistics, is responsible for carrying out the gen- 
eral policies established by the Secretary. He will 
receive policy suggestions from the several bureaus 
responsible to him and recommend policies to the 
Secretary of Labor which will be designed to carry 
out the legislation for which the Department is 
responsible. The Bureaus under his jurisdiction are 
the Bureau of Employees’ Compensation, the Bureau 
of Labor Statistics, the Bureau of Labor Standards, 
the Women’s Bureau, the Wage and Hour and Public 
Contracts Divisions, and the Employees’ Compensa- 
tion Appeals Board. 

Administrative Assistant Secretary James E. Dodson 
heads Budget and Management and the Labor De- 
partment Library, while the offices of the Solicitor, 
Information, and Personnel, will report directly to the 
Secretary or the Under Secretary. 


Dinner Launches NEPH Week 


Tue 9th Annual Observance of National Employ 
the Physically Handicapped Week got off to a start at 
the kickoff dinner held at the National Press Club 
Auditorium in Washington, D. C., under the auspices 
of the American Federation of the Physically Handi- 
capped. Speakers at the dinner included representa- 
tives of Government, industry, and labor, and that 
distinguished “‘handicapped”’ cartoonist and racon- 
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teur, Al Capp, who created such comic strips as “Li’] 
Abner,” ‘The Schmoo,” and “Sadie Hawkins Day.” 
As a lad, Mr. Capp suffered the loss of his leg in a 
youthful prank, and consequently has always been 
sympathetic to the plight of the physically handi- 
capped. 

Bureau of Employment Security Director Robert C. 
Goodwin discussed the work of the Employment Serv- 
ice in making some 3 million handicapped placements 
in employment during the past 11 years. Philip 
Young, Chairman, U. S. Civil Service Commission, 
outlined the Commission’s program for employment 
of the handicapped. 

Senator Harley M. Kilgore, of West Virginia, pre- 
sented the congressional viewpoint on employment of 
the handicapped. He told his audience that the 
buildup of the country’s industrial potential may 
prove to be of greater importance than the develop- 
ment of the hydrogen bomb. The utilization of 
handicapped people in our industry has become a 
matter of national defense, he said. 

Senator Kilgore paid tribute to the American 
Federation of the Physically Handicapped and its 
president, Paul A. Strachan, for bringing about the 
observance in 1945 of “‘National Employ the Physi- 
cally Handicapped Week,” which is now proclaimed 
annually by the President. 

Mr. Strachan also spoke at the kickoff dinner. He 
said, ““There are 38 million physically handicapped 
persons in the United States, and about 9 million of 
them require treatment and training before they can 
compete for jobs with the nonhandicapped. These 
handicapped represent our greatest asset in the shape 
of potential manpower.” (See p. 44 for further ex- 
cerpts from Mr. Strachan’s talk.) 

Labor was represented at the NEPH Week dinner 
by George Nelson, legislative representative of the 
International Association of Machinists (AFL); John 
Riffe, executive vice president of the CIO; and James 
Mark, Jr., legislative representative of the United 
Mine Workers. 


New Consultant on Minority Groups 


THE recently appointed minority groups consultant 
in the Bureau of Employment Security is Miss Roberta 
Church of Memphis, Tenn., and Chicago, IIl. 

In her work as minority groups consultant, Miss 
Church will deal with problems involving the employ- 
ment of minority groups workers, mainly through the 
operation of the State-Federal employment service. 
In this activity, she will advise on the development, 
review, and improvement of policies, programs, and 
standards designed to stimulate the fullest use of skill, 
experience, and ability of job applicants of various 
racial, national, and religious minority groups. 

In addition -to providing technical assistance to the 
BES division and branch chiefs and other Department 
bureaus, Miss Church will be called upon to confer 
with State employment security officials and officials 
of various minority group agencies and labor and 
management representatives. 
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Certificates similar to this were also awarded to BES Director Robert C. Goodwin, and Deputy Director Edward L. Keenan. 
The awards were made by Admiral Melntire at the September meeting of The President’s Committee on Employment of 


the Physically Handicapped. 


A graduate of Northwestern University, Miss 
Church holds a master’s degree in social service work, 
and completed additional graduate study at North- 
western and the University of Chicago in vocational 
guidance, problems of labor and management, admin- 
istration of personnel, and community organization. 
She has been employed in Chicago in welfare work 
and has directed a program in that city for the place- 
ment of European children. She is a member of the 
American Association of Social Workers, the Com- 
mittee on International Social Work, and the Com- 
mission on Human Rights. 


Bureau Officials Seneeed 


\r THE Executive Committee session of The Presi- 
dent’s Committee on Employment of the Physically 
Handicapped held on September 21, commendation 
awards were presented to three Bureau of Employment 
Security officials. The certificates were presented by 
Ross T McIntire, Vice Admiral (MC), USN, Ret., 
to BES Director Robert C. Goodwin, Deputy Director 
Edward L. Keenan, and to VES Director, Perry 
Fav lker “in grateful appreciation for service in behalf 
of our physically handicapped fellow citizens.” 
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Responding in behalf of Mr. Goodwin and himself, 
Mr. Keenan expressed the great interest of the Em- 
ployment Service in the work of The President’s 
Committee and promised continued support. Mr. 
Faulker said that as Chief of the Veterans Employ- 
ment Service he was proud of the contribution of the 
VES to the national program and that there was ‘‘a 
fine line where the VES men leave off and The Presi- 
dent’s Committee begins”’ in the States. 


Training Deadline for Veterans 


Tue deadline for starting training under the Korean 
GI bill is less than 1 year away (August 1954) for 
nearly a million veterans of the Korean conflict. 
The Veterans Administration said the veterans are 
those who served since Korea, who were discharged 
or separated before August 20, 1952, and who have 
not yet taken advantage of the GI training benefit. 

Under the law, they actually must “‘enroll in and 
begin” GI training by August 20, 1954, in order to 
continue afterwards. The mere filing of an applica- 
tion beforehand, with an intention of starting some 
time after that date, is not enough. 


(Continued on page 23) 





Serve Many Uses... 


Statistics From 
Contribution Reports 


N IMPORTANT byproduct of the tax and accounting 
functions discussed in this issue of the REvIEw is 
the comprehensive information on employment 

and payrolls derived from employers’ contribution 
reports. The program has realized the early expecta- 
tions, expressed before the Social Security Act was 
passed, that serious gaps in the Nation’s knowledge 
about trends in employment and wages would be 
eliminated through the collection of such data as a 
part of unemployment insurance operations. 

Covering 1% million employers and their 37 million 
employees, the quarterly contribution reports yield 
what is undoubtedly the most comprehensive regular 
data on employment and payrolls available anywhere. 
Covered employment represents close to 90 percent of 
all private employment in nonagricultura) activities. 
Flowing from a Federal-State system, the data are 
prepared on a uniform and comparable basis, and 
they are available in more detail by geographic area 
and industry and more frequently, promptly, and 
economically than any other information of compar- 
able scope. 


Tie-in to State Unemployment Insurance Legislation 


The monthly employment and quarterly wage 
figures tabulated by the State agencies from the tax 
returns are used for a wide variety of purposes in 
employment security programs. They are essential, 
for example, in studies of proposed changes in the 
coverage provisions of unemployment insurance laws. 
They are also basic to analyses of the financial 
adequacy of State benefit reserves. Special provisions 
for seasonal industries depend in part upon the 
employment trend data derived from these reports. 
They enable State agencies to carry out the require- 
ment in most State laws that research studies be con- 
ducted and published to the end of reducing and 
preventing unemployment, and they constitute a 
major part of the information used in accounting to 
the public regarding the extent and character of the 
unemployment insurance program. 

The data are also used extensively in planning 
and evaluating various phases of local employment 
office operations. Examples include determining 
where local offices should be located, delineating the 
major market, and promoting community employ- 
ment programs. They provide the major segment of 
the “benchmark” needed for maintenance on a sound 
basis of the sample-derived current employment esti- 
mates used in the labor market information program. 
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Covered Employment by Industry Divisions, 1939- 
52. (Workers covered by state unemployment 
insurance laws.) 


The distribution of employment data by industry 
serves as a different kind of benchmark by enabling 
comparison of the industrial distribution of place- 
ment services with this measure of the potential 
market for such services. Long-range studies of area 
manpower requirements and resources for mobiliza- 
tion purposes also lean heavily on State tabulations of 
covered employment for points of reference and 
trends. 

This byproduct information not only serves many 
important purposes within the employment security 
system, both at the Federal and State levels, but is 
also widely used by other agencies and organizations. 
The statewide and area data regularly published by 
most State agencies and the national summaries pub- 
lished quarterly by the Bureau of Employment Secu- 
rity are in great demand by business, labor, and re- 
search organizations for such purposes as selection of 
new plant sites, sales analyses, marketing research, 
and studies of economic conditions and trends. The 
data on total and taxable wages and the amount of 
contributions are used directly by the Office of Busi- 
ness Economics of the Department of Commerce in 
the compilation of national income estimates as well 
as for special studies on income payments. Just as 
the State agencies use the employment data for check- 
ing and improving State and local estimates of current 
employment, the Bureau of Labor Statistics relies on 


(Continued on page 28) 
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The Unemployment Insurance 


fax Function 





LTHOUGH THE BENEFIT side of unemployment in- 
surance gets more attention in this Review, the tax 
collection function in unemployment insurance is 


_ also worth noting. Benefits depend upon funds— 


the sinews of the program—and the tax collection and 
related accounting functions form a vital part of the 


| program in furnishing the wherewithal and controls 


for the end objectives. 


An accounting system is relatively complex or 
simple, according to the complexity of the operation 
for which the system is designed. The Federal-State 
unemployment insurance program is a highly complex 
operation, and its accounting problems are as com- 
plicated as those in any field of public administration. 
Complexities arise from the tremendous volume of 


_ individual accounts handled, the necessity for coord- 


inating State and Federal taxes for purposes of the 
“offset”? features, the provisions for individual tax 
rates for employers, the multiplicity of financial 
transactions, and the need for many controls over 
taxes collected from a million and a half employers 
and disbursements made to several million workers. 

The magnitude of the accounting activities involved 
in the administration of the unemployment insurance 
program can be illustrated by the following statistics: 

The program provides unemployment insurance 
protection to 40 million workers. 

For the last fiscal year the States collected $1,367 mil- 
lion in payroll taxes and made payments to almost 4 
million claimants for more than 40 million weeks of un- 
employment, aggregating $913 million. 

Accounting operations for the year represented 
about 6 million tax returns and close to 40 million 
separate disbursements to claimants. 


The system is administered by 51 separate State head- 
quarters offices and almost 1,800 local offices. The 
administration accounts covered a staff of almost 
50,00 in fiscal year 1953. 
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The Basic Tax and Accounting Functions 


By JAMES H. HACKNEY 


Division of Methods and Operations 
Bureau of Employment Security 








The Relation of State and Federal Taxes 


The original Social Security Act of August 14, 1935, 
induced the States to set up and maintain their own 
unemployment insurance programs by means of two 
provisions. Title III made provisions for Federal 
grants to pay all the costs of administration of ap- 
proved State unemployment insurance laws. Title IX 
imposed a payroll tax on employers and allowed a 
credit to be taken against this tax by employers who 
were taxable under State unemployment insurance 
laws. Since the Federal tax rate is 3 percent and the 
offset credit is 90 percent of the Federal tax, the 
Federal tax is, in effect, 0.3 percent of taxable wages 
and the basic tax rate for States is 2.7 percent. 

A few Federal requirements directly affect the tax 
and accounting functions. First, the States must 
collect taxes quarterly under an interpretation of the 
Federal laws. They were required by law to collect 
taxes for 2 years before starting to pay benefits. 
Second, the State must transfer all taxes collected to the 
U.S. Treasury for deposit in the Unemployment Trust 
Fund, in which a separate account is maintained for 
each State. Third, the State must use all money with- 
drawn from the Trust Fund only for the payment of 
benefits. Fourth, the State must use Federal adminis- 
trative grants solely for the proper and efficient 
administration of its State law. 


Unemployment Insurance Funds 


All State unemployment insurance laws contain 
provisions for at least two basic funds: an “‘Unem- 
ployment Fund” and an “Administration Fund.” 
The Unemployment Fund is maintained for the pur- 
pose of collecting taxes from employers and paying 
benefits to unemployed workers. It is the basic fund 
for the unemployment insurance program. The 
chart, page 4, reflects the general flow of revenues 
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into and expenditures out of the unemployment fund 
and its related accounts—the clearing account, the 
unemployment trust fund account and the benefit 
account. 

The Administration Fund is completely separate 
from the Unemployment Fund, because the adminis- 
tration of the State programs is not financed from 
State taxcollections. The money deposited in this fund 
is that appropriated annually by Congress and allocat- 
ed to the States by the U.S. Department of Labor. In 
addition many State laws provide for a special admin- 
istrative fund into which are deposited tax penalties 
and interest for use in meeting administrative costs 
that are not chargeable against Federal administrative 
grants. 








FLow CHART—REVENUES AND EXPENDITURES—UN- 
EMPLOYMENT FUND 


(1) (2) 


RECEIPTS STATE CLEARING ACCOUNT 


Collection of taxes from sub- #}Initial depository account of 

ject employers and miscella- all collections from employers. 

neous revenue. All funds, less proper refunds, 
are immediately transferred 
to the State’s account in the 
Unemployment Trust Fund 
in the U. S. Treasury. 


(3) 
UNEMPLOYMENT TRusT FuND 
AcCOUNT 


Maintained in the U. S. 
Treasury with each State’s 
share accounted for separately. 
Interest earned is credited to 
the State accounts. Except for 
refunds of sums erroneously 
paid in, this fund is for use 
solely for paying benefits to 
claimants. 


Y 
(4) 
STATE BENEFIT ACCOUNT 
Necessary funds, from time to 
time, are withdrawn from the 
(5) €= Unemployment Trust Fund 
DisBURSEMENTS Account and deposited in the 
Benefit Account for the pur- 
pose of paying unemployment 
benefits to claimants. 


Payment of unemployment 
benefits to eligible claimants. 








Four Functions of the Tax Program 


The unemployment insurance tax program in- 
cludes four separable, but related, functions described 
below: 

1. Employer Status involves (a) discovery and enroll- 
ment of new employers taxable under the law so that 
taxes may be collected, and (b) purging from the tax 
rolls employers no longer in business or no longer 
subject to the tax provisions. 
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2. Employer Accounts and Collections involves mailin; 
reporting forms to taxable employers, control of in 
coming reports and remittances, deposit of receipts 
auditing of reports with adjustment when required 
sending notices to employers who fail to file reports 
billing employers for underpayments and _ notifying 
of overpayments, making necessary refunds of erron- 
eous payments, posting and control of individual 
employer ledger accounts, preparing and making 
certifications to the U. S. Treasury concerning the 
amount of taxes paid by employers, and enforcing 
the payment of taxes by administrative action or 
through legal processes. 

3. Field Audits involve examining the books and 
records of employers to ensure the accuracy of em- 
ployer tax returns and wage reports on individual 
workers; verifying the amount of any contributions, 
interest, and penalties due or overpaid; on the basis 
of audit findings, advising employers concerning 
proper record keeping and reporting, and the applica- 
tion of the law, rules and regulations; and assisting 
employers in the preparation of amended or supple- 
mental reports necessitated by the findings of the 
audit. 

4. Experience Rating, under most State laws, in- 
volves establishing individual employer experience- 
rating accounts reflecting taxable wages, contribu- 
tions paid and chargebacks of benefits based on em- 
ployment with the employer; preparing and mailing 
chargeback statements to employers; handling volun- 
tary contributions; processing transfers of accounts 
due to successorships; and computing and determin- 
ing employer tax rates. 


Organization for Accounting Control 


The manner in which a State unemployment in- 
surance agency is organized greatly affects the validity 
of the accounting controls. The structure should 
provide for independence of actions pertaining to all 
financial transactions, from the initiation of an author- 
ization to the final completion of each transaction, for 
the State as a whole and also within the various oper- 
ating divisions and sections. For example, in the Tax 
Division the following functions should be performed 
by separate and independent organizational units: 
(1) Determination of taxability, (2) maintenance of 
employer tax accounts, (3) control of report and 
money delinquencies, and (4) cashiering. 

In addition, the organizational structure should 
provide, insofar as practical (considering the size of the 
agency) for the separation not only of functions but 
also of specific duties, and give recognition to the 
basic principle that no one person should control all 
phases of a financial transaction from beginning to 
end without the intervention of some other person or 
persons to provide a proper cross check. For example, 
in connection with the payment of benefits to claim- 
ants, the authorization for payment should be made 
by one person and be preaudited and approved by 
another; the check should be issued by a third; and 
the ledger records, maintained by a fourth. 
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Theory of the Accounting Structure 


The basic accounting activities of a State agency are 
logically divided into two main accounting systems, 
one concerned with the records relating to operations 
of the Unemployment Fund and the other relating to 
the Administration Fund. Within each of the two 
groups, auxiliary or special accounting systems are 
utilized, for example accounts for the employer 
experience-rating program which is tied closely to the 
Unemployment Fund and a separate “performance 
accounting” plan for management, costing and 
budgetary purposes, related to the Administration 
Fund. This paper deals primarily with State agency 
internal accounting for tax collections and the pay- 
ment of benefits, and the accounting associated with 
the Unemployment Fund. 

An individual ledger account must be maintained 
for each employer taxable under the State law and an 
individual record reflecting the details concerning 
benefits paid to each claimant. In addition, appro- 
priate accounts are maintained for the various fund 
and depository transactions. 

The employer’s tax ledger is posted from the 
quarterly tax return (after the return is audited) to 
show taxable wages, contributions due and paid, 
interest and penalties if any, and the status of the 
account as to delinquency or overpayment. The 
ledger record is used in answering inquiries, adjusting 
subsequent tax returns, preparing certifications to the 
U. S. Treasury concerning the amount of wages and 
taxes paid and also for experience-rating purposes 
and for general accounting control. 

The claimant’s individual payment ledger is headed 
up from the initial determination of his benefit rights 
and then posted from pay authorizations, checks 
issued, or register of checks to show the status of the 
claimant’s account, the week for which any payment 
applies, identification as to the checks issued, and the 
total amount of benefits paid at any time. It is used 
also for general accounting control purposes. 

General ledger control accounts are built up from 
predetermined control amounts that have been 
proofed and postings are made in summary form 
independently from the accumulated totals obtained 
from posting to the individual employer and claimant 
ledgers. This method results in a triangular process 
in which source documents are used to (1) post 
ledgers and (2) create controls. 

The balance sheet and operation accounts are 
maintained in a general ledger and divided into five 
groups as follows: 

A. Balance Sheet Accounts 

1. Asset accounts 
2. Liability accounts 
3. Fund-surplus accounts 


3. Operation Accounts 
4. Receipt accounts 
5. Disbursement accounts 


ubsidiary ledger records are maintained for em- 
ployers and claimants involving receivables and 
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payables. A trial balance may be taken and recon- 
ciled with the general ledger control accounts and a 
balance sheet and a statement of operations may be 
constructed at any time desired provided the sub- 
sidiary records and control accounts are posted to 
date. All of the balance sheet accounts are main- 
tained on a full accrual basis while the operation 
accounts are maintained upon a cash receipt and 
disbursement basis. An operation statement can be 
prepared from accounts maintained upon either a cash 
or accrual basis. 


Chart of Accounts—Unemployment Fund 


The chart of accounts is the fundamental blue- 
print and means of putting the accounting plan into 
effect and recording the financial activities involved 
in carrying out the agency’s objectives. The chart 
which is recommended by the Bureau of Employment 
Security and generally used by State agencies is a 
systematic arrangement of the required general ledger 
control accounts. Its purpose is to provide a uni- 
form pattern and terminology to be used by all 
State agencies in the recording and controlling of 
financial transactions applicable to the Unemploy- 
ment Fund. It is designed to serve as a basis for 
accounting, analysis for budgeting preparation, ad- 
ministrative control, and the compilation of financial 
statistics. It may be condensed or expanded to fit 
the needs of individual States without destroying the 
basic uniformity underlying its structure. 


Following is a typical chart of accounts by major 
classes: 


A. BALANCE SHEET ACCOUNTS 


Account Number 


10 Assets 
11—Cash received and recorded, but not yet deposited 
ARE scan ar Compensation Clearing Account 
13—Unemployment Trust;Fund Account 
14—Benefit Payment Account 
15—Dishonored Checks (Employers) 
16—Receivables—Contributions 
17—Receivables—Interest and Penalties 
18—Receivables—Benefit Overpayments 
19—Other Assets (Specify) 
20 LIABILITIES 
21—Payables—Contributions 
22—Payables—Interest and Penalties 
23—Reserve for Uncollectible Accounts 
30 Funp-Surp.us 
31—Cash Surplus 
32—Receivables Unrealized (Employers) 
33—Receivables Unrealized (Claimants) 


Title of Account 


B. OPERATION ACCOUNTS 


40 REcEIPTs 
41—Contributions Collected 
42—Interest and Penalties Collected 
43—Interest Earned on Trust Fund 
44—Benefit Overpayments Collected 
45—Other Collections (Specify) 
50 DisBURSEMENTS 
51—Benefits Paid to Claimants 
52—Refunds to Employers of Erroneous Collections 








Fundamental Accounting Safeguards 


In the accounting systems used by State agencies, 
the foundation for the prevention of errors, dishonesty, 
and possible fraud (internal or external) is the 
application of coordinated controls. The Bureau 
and the State agencies realized at the inception of the 
program that it takes more than good accounting 
records, well-designed forms, streamlined procedures, 
a well-designed chart of accounts, and a sound 
organizational structure to safeguard adequately the 
funds being handled by many different persons and 
organizational units. Therefore, a series of subsidi- 
ary “checks and balances” were established at 
selected points along the cycle of processing and 
fund handling. Insofar as possible, these controls are 
dovetailed into the regular processing routines of 
both receipts and disbursements, including receiv- 
ables. These integrated controls include actions to 
be taken at important steps in the processing where 
irregularities may occur and accuracy is required in 
the safeguarding of funds or the establishment of 
proper records. The controls follow the generally 
recognized principles of (1) predetermined amount 
controls and (2) subsequent proofing of these amounts 
after certain cycles of operations are performed. 

In addition to the checks, balances, and predeter- 
mined controls, experience has indicated the need for 
maintaining additional controls to assure that the 
tax and revenue, and claims and benefit payment 
controls, as shown in the box on this page, are carried 
out. 


Forms and Accounting Equipment Used 


Space does not permit a detailed discussien of the 
forms and equipment used in these accounting opera- 
tions. The most important forms that the public sees 
are the status report for determining employer tax lia- 
bility; quarterly tax return for reporting taxable wages 
and paying taxes; new claims for benefits; claim deter- 
mination forms; continued claims and pay authoriza- 
tions; checks issued in payment of unemployment 
insurance; employers’ statements of benefit charges 
against experience-rating accounts; and employers’ 
notices of tax rates. 

In this modern age accounting machines have 
superseded the old pen and ink method to the same 
extent that the automobile has superseded the horse 
and buggy. All States have a sufficient volume of 
routine clerical and bookkeeping activities to justify 
the use of modern accounting machines for some 
operations. Generally, machines of an accounting 
type are used in establishing wage records for workers; 
making wage transcripts for the determination of 
benefit entitlement; preparing notices of claims for 
employers; writing benefit checks; preparing disburse- 
ment records; posting claimant payment records; 
processing benefit chargebacks for experience-rating 
purposes; computing and determining contribu- 
tion rates; maintaining employer experience-rating 
ledger records; establishing cash received records; 
posting individual employer contribution ledgers and 
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Tax AND REVENUE CONTROLS! 


All employers determined subject to the taxing provisions are 
added to and maintained on the tax rolls. 

No taxable employer is removed from the tax roll without 
proper authorization. 

All taxable employers are mailed required tax reporting forms. 

All taxable employers file required quarterly tax reports. 

All determined amounts uncollected are set up and controlled 
as delinquent receivables. 

All receivables are actually paid or properly accounted for. 

All employer contribution rates are properly computed and 
applied. 

Each employer pays taxes at his assigned rate. 

Employees performing cash-handling functions are not al- 
lowed to participate in the account-keeping activities involving 
employers. 

Employees processing employer remittances do not handle 
either report or tax delinquencies and do not control the person 
or unit assigned to these duties. 

All collections for each day are duly accounted for and depos- 
ited intact. 

The specific type of remittance submitted by each employer 
(check, cash, money order, etc.) are indicated on both the con- 
tribution report, cash received record, and deposit transmittal. 

Employees auditing employer tax reports do not handle funds. 

There is a definite separation of duties involving (1) cashiering, 
(2) report delinquency, (3) tax delinquency, (4) determination 
of taxable status, (5) auditing, (6) accounting records of em- 
ployers, (7) computing contribution rates, and (8) maintenance 
of general ledger control accounts. 

All subsidiary accounting records are properly maintained 
and periodically balanced with the general ledger control 
accounts, 

All funds received or that should be received are either 
received and deposited, or are duly accounted for. 


CLAIM AND BENEFIT PAYMENT CONTROLS 


The weekly benefit amount and total amount of benefits pay- 
able are correct and supported by proper base-period wages. 


The claimant who is to be paid benefits has an active and 
approved claim and in the proper amount. 


The total amount of payment authorizations agrees with the 
total checks issued for the period (batch, day or group of items). 


All blank checks are properly accounted for. 

Checks issued are distributed properly to the person intended 
to receive them. 

The depository balance at any given time reconciles and 
agrees with agency records. 

Employees making authorizations to pay and those actually 
issuing or making the payments perform their respective duties 
independently. 

No duplicate or excess payments of benefits are made or 
payments beyond termination of claims. 


! This is by no means a list of all controls, only some of the most important. 








preparing proofs of credit for Internal Revenue 
certifications. . 

The determination of the type of machine best 
suited for the work to be performed depends partly 
on how such an application will affect other related 


processes; often a savings in one area may result in an 
added cost in another operation. 
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Employer Tax Records: Thirty-three of the 51 State 
agencies, representing 44 percent of the national 
workload, maintain employer tax records with book- 
keeping machines and 18 States, representing 56 
percent of the national workload, maintain such 
records with tabulating (punchcard) machines. 

Benefit Payment and Claimant Records: Twenty-six of 
the 51 State agencies, representing 42 percent of the 
national workload, write benefit checks with tabula- 
ting machines; 22 States, representing 23 percent of 
the national workload, write benefit checks with book- 
keeping machines; 2 States, representing 15 percent 
of the national workload, pay benefits in cash at local 
offices; and 1 State, representing 20 percent of the 
national workload, writes benefit checks with addres- 
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HE BOUNDARIES Of what are, and what are not 
" ene” and ‘‘employer’” often become 

very difficult to define and distinguish. The law 
also uses the term “‘employing unit’’ to cover all types 
of business organizations employing one or more indi- 
viduals, whether or not subject to the unemployment 
insurance law. 


What Constitutes Employment 


Let us first look at the definition of “employment.” 
At the initial reading of the law, it seems easy. The 
act simply states that all service performed by a person 
for remuneration is employment unless the person per- 
forming the service is free from direction and control, 
and is engaged in an established trade or business; or 
is a salesman or agent, selling solely on a commission 
basis and is not subject to control by the employer. 

One of the problems is determining whether or not 
a person actually is engaged in an established trade 
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sing-adding machines. Altogether, 27 States main- 
tain claimant benefit payment records with tabulating 
machines, 23 States by bookkeeping machines, and 
1 State by manually posting claimants’ ledgers. 
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The articles contributed by representatives of State 
agencies will show further the magnitude and com- 
plexity of the tax and accounting functions in unem- 
ployment insurance. They will demonstrate that this 
is an area calling for the highest degree of managerial 
skill, ingenuity, and integrity to assure the continued 
successful operation of the employment security pro- 
gram. 


THE JOB OF DETERMINING 


TAX LIABILITY 


With Coverage of Eight 


or More 


By ROBERT R. TAYLOR 


Chief of Contributions, Indiana Employment Security Division 


Indianapolis, Ind. 


or business. For example, a carpenter is working on 
an hourly wage in the plant of an employer and is in 
employment. Concurrently he decides to take some 
minor contract work. At that point does he become 
“engaged in an independently established trade, occu- 
pation, profession or business?’”? When does he cease 
to be an employee and potentially become an employ- 
ing unit? All of the factors must be considered in 
making such a determination. Is he holding himself 
out to the public as a contractor? Does he advertise 
as a contractor? Does he have investment in equip- 
ment? Does he risk a financial loss on the venture? 
Can his services be terminated at any time, even be- 
fore completion of a specific job? These are some of 
the questions that must be answered before arriving 
at a conclusion. 


In the case of the salesman or agent it must be 
determined if, in fact, he is ‘“‘master of his own time 
and effort.”” Does, the employer require a minimum 
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amount of sales? Is the salesman restricted to a cer- 
tain territory? Must he attend sales meetings? Must 
he devote a specified amount of time to these sales? 
Is he restricted from selling a competitive line of 
merchandise? 

‘ \fter these facts are determined, then the question 


4 uses, Is he actually paid solely on a commission 


yasis? It may appear that this is true if only the 
commission journal is audited. But, if the salesman 
is allowed a drawing account and at the end of the 
company’s fiscal accounting period his overdraws are 
written off to company expense and are not carried as 
a receivable from the salesman, the salesman is not 
“solely”? on a commission basis but has remuneration 
in excess of his commissions and he is, therefore, in 
“employment.” 


Multistate Employment 


Multistate workers often present a problem in 
determining the proper State in which their “‘employ- 
ment” is performed. There are two general types of 
multistate workers: (a) The type that in the cycle 
of performing their prescribed duties operate in more 
than one State, such as salesmen and traveling audi- 
tors, and (b) the type that are located in one State 
for a period of time on one job and then are moved to 
another State on a new project. The latter type are 
usually construction workers such as steel erectors and 
pipeline workers. 

The State of “employment” for the type of worker 
set out under (a) above can usually be determined 
under the following tests, as all States have fairly 
uniform laws covering this type of employment: 

(1) If the employee performs some service in the 
State where his base of operation is located, his entire 
service is “employment” in that State. As an exam- 
ple: “X” is employed as a salesman by “Y,” a 
corporation located in Delaware. “‘Y’”’ has an agency 
and supervisor located in Evansville, Ind. ‘“X” was 
hired by the agency and sells merchandise for “‘Y” 
in Indiana, Kentucky, and Tennessee. All of the 
services performed by ‘“‘X” for ““Y” are subject to the 
Indiana Act because “‘X’s” services are not localized 
in any of the three States, but the base of operations 
is in Indiana. 

(2) The base of operations or the place from which 
he is directed and controlled is not in any State in 
which some of the service is performed but the 
individual’s residence is in a State in which he per- 
forms a part of his service. The “employment” is 
in the State of residence. As an example: “B,” a 
resident of Indiana, is a salesman for the “‘X” corpo- 
ration, whose main office is in New York. ‘‘B’’ works 
out of the corporation’s Chicago branch office and 
his territory is Indiana, Michigan, and Ohio. “B” 
performs no service in the State where his base of 
operations is located (Illinois), nor in the State from 
where he is directed and controlled (New York), but 
he does perform some service in the State in which 
he resides (Indiana), and therefore all of his earnings 
are subject to the Indiana Act. 
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The “employment” of the multistate worker, set 
out as in (b) above, is often in more than one State 
during a calendar year or during his base period. 
This may occur when an employee is hired as a con- 
struction worker on a building and is localized in one 
State for a 6-month period and is then transferred to 
a construction project in another State for the next 
6 months. Actually his employment is in two States, 
in this case, and this would mean that he has wage 
credits in two States. An employee’s wage credits 
may be in many States, if these States have the 
Federal coverage provision in their acts which would 
make it difficult to establish his claim if he became 
unemployed. (This will be discussed later.) To 
reduce these cases, many States have subscribed to a 
Reciprocal Coverage Arrangement, whereby all such 
“employment” may be reported to a single State in 
which (1) any part of the individual’s services are 
performed; (2) the individual has his residence; or 
(3) the employer maintains a place of business to 
which the individual’s services bear a reasonable 
relation. In order to effect such an arrangement an 
employer must prepare an election form (RC 1) 
which must be approved by all interested States. 


What Is an Employer? 


Let us look now at the definition of “employer.” 
Under the Indiana Act there are five ways by which 
an employing unit may become an “employer.” 

1. Number of Employees ——The most common way of 
becoming an employer is the provision called “eight 
or more employees for twenty weeks.” Actually the 
qualification is more technical. The act reads in 
part: “‘. . . ‘Employer’ means any employing unit 
which for some portion of a day, but not necessarily 
simultaneously, in each of twenty different weeks, 
whether or not such weeks are or were consecutive 
within cither the current or the preceding calendar 
year, has or had in employment . . . eight or more 
individuals (Irrespective of whether the same individ- 
uals are or were employed in each such day) .. . .” 
To illustrate, some hypothetical cases: 

An employing unit may have 49 different persons 
employed each week for an entire year and still not 
become subject to the act, if it employs 7 different 
persons each day, yet never has a day on which it 
employs 8 persons. Yet another employing unit may 
have no regular employees and on Saturday employ 
8 persons for 1 hour each, and after 20 such Satur- 
days he would qualify as an employer. It is even 
possible for an employing unit to have a thousand 
employees for 38 consecutive weeks and still not be- 
come subject to the act, by having the employment in 
the last 19 weeks of one year and the first 19 weeks of 
the succeeding year. 

All employment of an employing unit is used in 
determining the number of employees, even if he has 
two or more distinct establishments in the State. 
For example: ‘‘A” has a shoestore, a candy shop, a 
sandwich shop, and a newsstand, each located in a 
different city in the State. Each establishment em- 
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ploys two persons. “A” qualifies as an employer 
after 20 weeks of operation, due to the fact that he, 
as an entity, employed 8 or more individuals for 20 
weeks. 

2. Total Acquisition—An employing unit qualifies 
as an employer if he acquires the organization, trade 
or business, or substantially all of the assets of an em- 
ployer, provided he continues to operate a business. 
In general the subjectivity follows a business rather 
than an employing unit. 

3. Partial Acquisition—An employing unit also 
qualifies as an employer if he acquires a distinct and 
segregable portion of the organization, trade or busi- 
ness of an employer subject to the act, provided the 
portion acquired had employed 8 or more persons 
for 20 weeks in either the current or preceding calen- 
dar year. 

4. Voluntary Election—Any employing unit, not 
otherwise subject to the act, may elect to provide 
unemployment compensation for his employees re- 
gardless of the number he employs. He may also 
elect to cover otherwise exempt employment, such 
as agricultural labor or domestic workers. 

5. Coverage Under Federal Unemployment Tax Act.— 
The Indiana Act also has a provision whereby any 
employment in this State, on which credit might be 
taken against the 3 percent tax under the Federal 
Unemployment Tax Act, qualifies the employing unit 
as an employer. However, if he does. not qualify 
under any other provision, he may make application 
to pay his contributions to another State on this em- 
ployment, and, on good cause shown, this liability 
may be waived to the other State. 

The Indiana Act excludes from the definition of 
“employer,” nonprofit corporations, formed and oper- 
ated exclusively for religious, charitable, scientific, or 
educational purposes. It is my personal opinion that 
this exclusion should be taken from the act. (This 
opinion is not necessarily shared by administrative 
officers.) I believe that the unemployment compensa- 
tion program was created primarily for the payment 
of benefits to unemployed workers to assist them, to a 
degree, to live until new jobs are obtained, rather than 
as a tax measure to raise revenue. On that theory, it 
seems that a dishwasher working for a now exempt 
organization should have the same rights and pro- 
tection as a dishwasher working for any other 
employer. 


Methods of Determining Liability 


All of the foregoing is a brief résumé of some of the 
problems encountered in determining liability. It 
scems that about the same type of problems would be 
encountered in all States, regardless of size of firm 
requirements, except those States having the “one at 
any time” provision. Even in those States, the “‘em- 
ployment” determinations should be substantially 
the same. 

It then appears that the question resolves itself into: 
“\Vhat is the best procedure of finding and establish- 
ig new accounts under various State laws?” 
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We feel that the answer to that question in this State 
(where we have the eight or more qualification) is in 
maintaining a capable, alert, and aggressive field force. 
These men are qualified to make initial determinations 
at the source of the information (the employers’ 
offices). They are located in the local offices and are 
assigned definite territories and, as part of their duties, 
are held responsible for finding new employers within 
that territory. To find new employers they use infor- 
mation furnished by claimants through the local 
offices; listings in city directories and telephone 
directories; and information on new businesses from 
local labor and business organizations. However, the 
best results are obtained by personal observation of 
new businesses starting in their territory. 

The central office furnishes some leads, most of 
which come from the screening of photostats of Federal 
Forms SS—4 furnished by the Social Security Ad- 
ministration. 

Some of the advantages obtained by this system of 
decentralization and on the spot determinations are: 
It enables the employer to discuss his problems and 
have a better understanding of the law; it expedites the 
establishing of new accounts; and materially assists in 
the collection of contributions. This State has an 
excellent record on collections and time lapse. 

This increased efficiency has not greatly affected the 
cost as we have no internal “status unit’’; the initial 
determination is made in the field, and is handled by 
the audit examiner as a part of his routine duties along 
with auditing and other service functions. 








CLaims Loaps CLUE TO DEVELOPING 
UNEMPLOYMENT 


THE administration is vitally concerned with the economic 
well-being of the Nation and is closely watching every area for 
any signs of newly developing weaknesses. Unemployment 
insurance claims loads frequently provide the first clue to 
developing unemployment. In conjunction with the close tabs 
the White House is keeping on the economy, the President has 
appointed an interdepartmental Advisory Committee on 
Economic Growth and Stability chaired by Mr. Arthur Burns. 


The importance of unemployment insurance as a brake 
against a decline in employment and production is well es- 
tablished. Its contribution was indeed a significant one during 
the 1949 recession, when benefit expenditures rose by a billion 
dollars from $700 million in 1948 to $1.7 billion in 1949, and 
when payments in a single State exceeded $350 million. During 
the past few years, we have seen a good many changes in benefit 
provisions of State laws which would enhance the effectiveness 
and usefulness of our program in the event of a downturn. 
Twenty States with over one-half of all covered workers now 
provide a maximum weekly benefit amount of $30 or more (with 
dependents’ allowance in three of these States), and in 22 
States, the maximum duration is 26 weeks. Other illustrations 
of the upward adjustments in State laws could be supplied. 
Despite these changes, however, our program still falls short 
in some places of being as effective a measure of aid to our 
citizens and to our local and national economies as it could be.— 
Rozert C. Goopwin, Director, Bureau of Employment Security, 
in a speech before annual meeting of Interstate Conference of Empioyment 
Security Agencies, Portsmouth, N. H., September 28, 1953. 
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State Capitol, Salt Lake City, Utah 


FTER 1 year’s experience in the payment of unem- 
ployment insurance benefits, it was concluded 
that benefit protection for workers should not 

be determined by the size of the firm for which an 
individual worker performed a service. The original 
act, which had become effective January 1, 1936, for 
contribution purposes, had provided that an employer 
was subject only if he had four or more workers for at 
least 20 weeks during a year. 

With the beginning of the benefit payment program 
in January of 1938, it was soon determined that a 
distinction according to the size of the firm cut 
across occupational lines with the result that workers 
in such industries as construction, office and sales 
work, and service trades were quite likely to move 
from covered to uncovered employment and vice 
versa in the course of a year. The result was that 
many steady workers were entitled to only a small 
amount of benefits or were found ineligible for benefits 
altogether because part of their work had not been 
covered; or, for example, a worker would not have 
protection if he worked for a small firm, whereas his 
neighbor who worked for an employer with four or 
more workers had full unemployment insurance 
coverage. 


Definition of Employer and Employment 


For presentation to the 1939 session of the Utah 
Legislature the Department prepared an amendment 
pertaining to coverage. It was considered that a firm 
which had one or more employees working on a full- 
time basis should be subject to the provisions of the 
law. It was also considered that it was easier for 
employers to understand the coverage provisions if 
they were based on amount of payroll, rather than on 
the ramifications which usually accompanied the 
actual counting of workers. At that time the mini- 
mum weekly wage in the State of Utah was $11. 
Multiplying this amount by the 13 weeks in a quarter 
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gave us the figure of $143. The amendment which 
was passed by the legislature, effective July 1, 1939, 
and which has been in effect ever since, in part reads 
as follows: ‘ 
‘Employer means: Any employing unit which 
paid wages during a calendar quarter for em- 
ployment amounting to $140 or more...” 

Prior to the time the coverage provisions were 
changed, there were}3,261 subject employers and 
69,320 covered workers. Six months after the ex- 
tended coverage provisions became effective, there 
were 6,507 subject employers and 78,715 covered 
workers. Today, as a result of the industrial expan- 
sion which occurred during and subsequent to World 
War II, we have 14,000 subject employers and 142,000 
covered workers. 

In addition to employing units which meet the $140 
quarterly wage provision, the Utah act covers any 
employing unit which is subject to the Federal 
Unemployment Tax Act. 

The definition of what constitutes “employment” 
for the purpose of employer and employee coverage, 
of course, varies between the 51 jurisdictions which 
administer unemployment insurance programs. Utah 
is included in the group which provides that a sevice 
performed for remuneration is considered to be ‘“‘em- 
ployment” unless it is shown that: 

1. The worker is free from direction and control 
in the performance of his work, and 

2. The service is performed outside of the usual 
course of business, and 

3. The individual performing the service is custom- 
arily engaged in an independent trade, occupation, 
profession, or business of the same nature. 

The Utah aét also provides that an employing unit 
may voluntarily elect to cover a type of business or 
service which is specifically exempted by statute. 
Upon approval of the election of voluntary coverage, 
the employer becomes subject to the same extent as all 
other employers. He may terminate such voluntary 


Employment Security Review 

















— ee we 


+ ee OD 


+ oo 


So a 


all 


ry 


WwW 











coverage upon the filing of a written request, but only 
after he has been subject for at least 2 calendar years. 
Utah operates under the uniform localization of em- 
ployment provisions and has subscribed to the Recip- 
rocal Coverage Agreement. 

From the administrative and operational standpoint 
there are both good and bad features to the “‘one or 
more” provisions. From the claims viewpoint, it is 
very good, as it eliminates the disparity where ineligi- 
bility existed due to size of firm restrictions. It cut 
materially the appeals arising from ineligible claim- 
ants. It furnishes considerable aid in the prevention 
and detection of fraud. 

From the contributions viewpoint, there are a few 
minor troublesome aspects. Few of the very small 
firms have a bookkeeper, and as a result, do not have 
adequate records. Many an old timber cutter when 
contacted by our field men has tapped his head and 
said, “I keep all my records up here.”’ The uranium 
miners indicate that they maintain their records in 
their “hind pocket.” When you look at their “hind 
side,” you see that the seats of their pants are worn out 
and so are their records. 


Prompt Contact With New Firms 


The geographic and topographic makeup of our 
State also presents problems in earolling small em- 
ployers. The rural area comprises 95.6 percent of 
the total land area, but accounts for only 31.7 percent 
of the population. The terrain in these rural areas 
varies from hot sandy deserts to high rugged moun- 
tains, some of which rise to an elevation of more 
than 13,000 feet. 

We consider it imperative that we contact new 
business firms as soon as possible after they commence 
operating. This gives us an opportunity to determine 
their status, and if they are found to be subject, we 
can immediately advise them with respect to their 
reporting and contribution responsibilities. When a 
new business is discovered via a field contact, we 
assist them in completing their initial reports. We 
have found that this type of operation not only assists 
the employer in getting started off on the “‘right foot,” 
but it also eliminates the adverse reaction that comes 
from picking an employer up after he has been in 
business for a couple of years and then presenting 
him with a big bill for back contributions—plus 
interest. . 

In order to carry out what we consider to be a 
necessary and adequate status program, it has become 
necessary to attack the problem two ways: (1) Through 
a Central Office Status Unit, and (2) through a 
continuous field survey. 


Central Office Status Unit 


The Central Office Status Unit, of course, processes 
all cases where an employer writes in and reports his 
potential liability. In addition, it handles the sales, 
reorganizations, receiverships, dissolutions, etc., as 
reported on the quarterly contribution reports. Other 
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agency units, such as the claims section, the field 
audit section, and the local offices, constantly furnish 
information regarding new businesses. A review of 
trade publications and the daily newspapers proves 
invaluable with respect to building permits and new 
contracts. 

A considerable amount of time has been well spent 
by the Status Unit in developing liaison with other 
State and Federal departments so we can obtain from 
them lists of the firms they have covered in the course 
of their operations. These sources of information 
which assist materially in keeping our status records 
current are primarily in the following departments: 


1. The State Tax Commission furnishes lists of all 
sales tax licenses issued. 

2. The State Department of Registration furnishes 
lists of physicians, surgeons, dentists, chiropractors, 
chiropodists, contractors, architects, lawyers, etc. 

3. The State Industrial Commission furnishes a 
listing of all employers subject to the Workmen’s 
Compensation Act. 

4. Form SS-4, ‘‘Employer’s Application for Identi- 
fication Number,” furnished periodically by the 
Social Security Administration, is also very helpful. 


Regardless of all the work performed by the Status 
Unit and all the leads and liaison developed, it has 
been found that there are always some firms who do 
not register with any department. This is not always 
an intentional attempt to avoid coverage, but par- 
ticularly with “fone or more coverage,” we find many 
employers who just “‘don’t know.”’ In order to enroll 
this residue of employers, we found the only satisfac- 
tory method was through field contacts. After having 
tried periodic field surveys, we put into effect, approxi- 
mately 4 years ago, a program of continuous field 
status survey. 


Contacting Seasonal Employers in Remote Sections 


Due to the extremes in topographic makeup in our 
State and the extreme weather we encounter, many 
of the remote sections of the State are accessible only 
during the dry summer months. Also, many of the 
business firms in these sections of the State are highly 
seasonal, such as motels, curio shops, and resorts. 
If they are not contacted during their operating 
season, they are lost, and we suffer from headaches 
when claims are filed as they close up and leave the 
area before winter sets in. As a result, we have to 
plan our field surveys so that we contact the remote 
sections of the State during the summer and early fall, 
and the more heavily populated and industrialized 
areas of the State during the winter and spring. 


For many years, it has been a standing joke in our 
Agency that our fiscal officer, through a desire to effect 
economies, has wanted our field personnel to travel by 
bicycle with a canteen of water and a sack of carrots 
for sustenance. With the beginning of uranium min- 
ing and the expansion of timbering and oil explora- 
tion, all in the rugged remote sections of the State, his 
recommendations almost became a reality. However, 
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This interesting view gives some idea of Utah’s terrain. Rural areas vary from deserts to rugged mountains, some of which 


rise 13,000 feet. 


to have carried them out would have necessitated 
trading his theoretical bicycle for a saddle horse and a 
pack mule to carry the canteen and carrots. 


Continuous Field Survey 


We attempt through the medium of the continuous 
field survey to cover the entire State once every 2 
years. Before the field survey men go into any area, 
they review all sources of information available, in- 
cluding telephone books and city directories, for the 
purpose of uncovering any firm listing that we do not 
already have set up as “subject”? or “not subject.” 
In addition to these leads that they develop, they are 
furnished a complete set of IBM ‘‘not subject” cards 
for each firm that has previously been found to be 
“not subject” in that particular area, because we very 
often find that a firm has grown since we last made a 
determination so that it now comes under the coverage 
provisions. Even with these available sources of 
information, the field men ofttimes find it necessary, 
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not only in the larger cities but also in the very small 
communities, to conduct an actual door-to-door 
canvass. 


Although these methods of enrolling new employers 
have proved very successful and have done much 
towards improving our time-lapse figures, we do not 
consider that we have reached our ultimate goal, 
particularly since it is the expressed policy of the State 
government, the Advisory Council, and the Agency 
that new business firms shall be covered as promptly 
as possible in order that they may equitably carry 
their proper share of the contribution liability and 
that wage data will be readily available for the prompt 
payment of benefits to eligible claimants. 


After having had several years’ experience with the 
“one or more” coverage provisions, we consider 
that the advantages far offset the minor disadvantages, 
and that only a timely and equitable status and con- 
tribution function will serve the best interests of in- 
dustry, labor, and the public. 
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ROPER MANAGEMENT of the Employer Accounts 

Section of any unemployment insurance agency 

must recognize as a basic principle the fact that 
this general function consists of six special functions 
which, while interrelated, must be developed and 
carried out as separate and distinct units. These six 
functions are: 


Registration of employers. 

Tax collection and accounting. 
Adjustment. 

Collection of delinquent accounts. 
Field audit. 

Experience rating. 


Perrys 


The basic principle of proper management of this 
function demands that these functions be thoroughly 
correlated as to mutual availability of information, 
but be separate and distinct in their authorities and 
fields of operation. The system used in New York is 
designed to carry out this general thesis, and the 
choice of methods of operating and of delegation of 
authority flow from this general idea. It will be the 
purpose of this article to develop just how this cen- 
tral thought has been used throughout the planning 
and carrying out of operations in the New York 
agency. 


Registration of Employers 


It is a perfectly obvious thought that no tax col- 
lection function can be successful unless those liable 
for payment of the tax are known and a record of that 
knowledge is established. It is not the purpose of this 
article to dwell in any way on the method to be used 
in developing or recording that knowledge. It is, 
however, essential that, whatever the basis of obtaining 
the information as to liable employers, a firm and 
easily available record should be established, purely 
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MANAGEMENT OF EMPLOYER 
ACCOUNTS AND COLLECTIONS 


FUNCTION 


By PAUL H. MAYER 


Director, Unemployment Insurance Accounts Bureau 
New York State Division of Employment 
Albany, N. Y. 


for the sake of the employer accounts and collection 
function. 

It is obvious that without such a record delinquency 
control would be impossible, and without delinquency 
control, the tax collection function would be haphaz- 
ard to a considerable degree. In the early years of 
unemployment insurance in New York State, many 
attempts were made to control this function mechan- 
ically and these attempts were uniformly unsuccessful. 
They involved the tie-in of the delinquency function 
with the accounting function in such a manner that 
the former became a byproduct of the latter. In 
other words, only when the accounting function was 
completed could the fact of delinquency be established. 
Since the prompt establishment of delinquency was 
essential to any effective control, the accounting 
function had to be expedited in order to perform the 
delinquency function. In view of the peak nature of 
the tax collection operations, due to the universal plan 
for quarterly payment of taxes, such expediting of the 
accounting function became expensive but without it 
the delinquency function suffered. Thus, it became 
apparent early that these two functions required 
complete divorcement. 

It was decided, and has been proved over a period of 
more than 10 years, that manual delinquency control 
is both cheaper and more expeditious than any form 
of mechanical control, and this has been the universal 
practice in New York State over that period of time. 
It has made possible the mailing of notices to delin- 
quent employers within approximately 2 weeks after 
the due date, and this prompt mailing has, in turn, 
sharply reduced the number of delinquents to a con- 
stant minimum. On the basis of our experience in 
New York State, we believe that the establishment and 
notification of delinquents should be completely 
divorced from the accounting function, and that the 
promptest possible communication with delinquent 
employers following the due date should be had. 
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Tax Collection and Accounting 


The tax collection and accounting function of an 
Employer Accounts Bureau is perhaps the most 
elaborate of its functions. It handles and accounts for 
many millions (in New York State many hundreds of 
millions) of dollars in the course of a year, and re- 
quires, as a result, the most carefully planned opera- 
tion. Nevertheless, it is an operation which can be, 
and largely is, highly routinized, and permits of 
handling in various ways and by various methods. 

In the early days of unemployment insurance in 
New York State, the function was carried out experi- 
mentally in three different ways: (1) By tabulating 
machine methods; (2) by a combination of tabulating 
machines and bookkeeping machines; and (3) by 
straight bookkeeping machine methods. Obviously 
there are certain advantages in each of these various 
methods, but, after long testing, the tabulating ma- 
chine method was adopted in New York. It was gen- 
erally felt, and still is, that the advantages of this 
method far outweigh the disadvantages. The essen- 
tials of good operation in this function are the prompt 
deposit of moneys received to the credit of the Unem- 
ployment Trust Fund, and the credit of such moneys 
to the proper employer accounts. These accounting 
records, however, should be in such form as to be 
available for the many other purposes for which they 
must be used; for such purposes the flexibility of the 
accounting machine record, both visual and in the 
form of tabulating cards, has proved of tremendous 
value. 

No mention has been made of the preparation of 
so-called proofs of credit which can be prepared easily 
as a byproduct of the balancing operations essential 
to the accounting function. Any accounting informa- 
tion developed in the course of this operation must be 
in such form as to be available for quick and easy use 
in adjustment operations, field audit operations, and 
in experience-rating operations. It cannot be stressed 
too highly, however, that, while the information de- 
veloped in the accounting function must be available, 
the operation must be separate and distinct from these 
other operations and no overlapping of function should 
be allowed to occur between them. 


Adjustment 


While adjustment is essentially a part of the empfoyer 
account and collection functions, experience in New 
York State developed the fact that the adjustment sec- 
tion must confine its functions entirely to those ac- 
counts functions which contain some irregularity, 
either in reporting or in payment or in both. It fur- 
ther developed that those persons engaged in this part 
of the overall operations of employer accounts should 
be concerned only with these irregular accounts. In 
other words, the adjustment operations and the per- 
sons engaged therein should not be the same persons 
who deal with the normal accounts and the handling 
of such normal accounts. In the operations in New 
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York State, all accounts which develop any irregular- 
ity as to reporting, payment or otherwise must pass 
through the adjustment section and may not be han- 
dled through any other section, unless such section is 
requested by the adjustment section to supply infor- 
mation desired by them. The adjustment section does 
no accounting in and of itself, but, on completion of 
its operations with the accounts requiring adjustment, 
returns the account to the accounting section for the 
necessary recording and balancing operations. 
Similarly, the adjustment section, except in a minor 
way through correspondence by the use of form 
letters, does not concern itself at all with any collection 
functions. It is the liaison between the establishment 
of an unbalanced account in the account section and 
the notification to the collection section that its 
services are required in connection with that account. 
Basically it is concerned with the establishment of the 
fact that an account is not in balance, and with the 
notification to the accounting and collection sections 
of that fact. The experience in New York State has 
been that this sharp limitation of function and au- 
thority has operated efficiently and has eliminated 
much confusion as to responsibility in the general 
functions of the Employer Account Section. 


Collection of Delinquent Accounts 


The collection function should be sharply broken 
into two parts: (1) The collection of small amounts 
which do not justify positive action; and (2) the 
collection of amounts which do justify such action. 
The former may be carried on by correspondence, 
by periodic notices of amounts owing, and other 
ways common to commercial practice. It is essential 
that in their handling the employer be notified at once 
when such an amount develops and that he be notified 
regularly and with reasonable frequency if the 
delinquency continues. 

The greater part of this function, however, deals 
with large amounts which require more than this 
nonpersonal periodic contact. For this purpose, it 
has been found in New York State, at least, that the 
establishment of a separate section, distinct and apart 
from the field audit section, for the collection of 
amounts of reasonable size is desirable. Any account 
delinquent in an amount exceeding a predetermined 
amount is referred for positive and personal action. 

The collection section contacts the employer by mail 
with the usual form of notices as to the existence of 
the tax liability, the steps which the agency may take, 
and the penalties which may be incurred if the em- 
ployer fails to liquidate this obligation. Upon failure 
to carry out such liquidation, the employer is person- 
ally contacted by a tax collector, not a field auditor, 
and the penalties which may be incurred are again 
called to the employer’s attention. In New York 
State, no court proceedings are required for the 
collection of taxes under the unemployment insurance 
law. The law permits the filing of a warrant with 
county clerks for amounts due; upon filing, these 
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warrants act as tax liens in the same manner as 
judgments obtained in Courts of Record. No warrant 
is filed unless the tax collector first contacts the delin- 
quent employer or unless repeated efforts to make such 
contacts are unsuccessful, which is rare. The essen- 
tials of good management of the collection function 
are prompt contact with the employer, by corres- 
pondence and, if necessary, in person and prompt 
action following such contacts. 

Some sort of time payment arrangement for 
delinquent employers must be established, and many 
of the personal contacts result in the filing of such 
arrangements. Except under the most exceptional 
circumstances, no arrangement will extend the time 
under which a delinquent amount may be paid for 
more than 24 months; generally the time is much 
shorter. The agreement, in all cases, requires that 
current accruing obligations must be met upon ac- 
crual, and all late payments are subject to the pay- 
ment of interest. The program has been highly 
successful and is believed to be an essential part of 
any successful collection operation. 

Finally, it is again stressed that the collection opera- 
tion is separate and distinct from the field audit 
operation, and is carried out by a separate body of 
personnel. The job of the collection function is to 
collect unpaid amounts on liabilities already estab- 
lished. 


Field Audit 


Field Audit operations in the general field of me- 
ployer accounts are concerned with those employers 
who do not report their obligations at all or do not 
report all of the taxable wages paid by them. Thus 
the field audit operations fall into two parts: (1) A 
byproduct of delinquency control; namely, obtaining 
the reports of the employers who fail to file reports 
when due and thus establishing liabilities previously 
unknown; and (2) the audit of reports submitted to 
determine the completeness and correctness of such 
reports. The field audit section concerns itself only 
with the establishment of the fact of such liability 
and never with the collection of taxes due as a result 
of such establishment. With these general functions 
in mind, operations in New York are generally as 
follows: 

All employers who do not report on a given due 
date are immediately contacted by mail; if they do 
not report within 20 days following such notification, 
they are again contacted by mail. For many years 
it was the practice to refer accounts to the field audit 
section following this second notice. In the light of 
later experience, this practice has recently been 
changed, since it was found that a large proportion, 
at least 50 percent of employers, will report if given 
time. Consequently, at the present time, this type of 
delinquent account is reported to field auditors only 
towards the end of the second quarter following the 
due date; by this time approximately 50 percent of 
the employers delinquent on the due date will have 
reported. 
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It has been found that the majority of the remainder 
have not reported because of the fact that they have 
discontinued operations or have had no employment 
during the reporting period so that nothing has been 
lost by the delay. The field audit time required for 
this followup has been markedly reduced with no 
noticeable reduction in efficiency. If we were still 
using quarterly reports for determining benefits, we 
could not wait to follow up delinquent accounts until 
the end of the second quarter following the due date. 

Periodic audits fall into two classes. All employers 
in New York State are audited once every 4 years. 
However, seasonal industries and industries in which 
gratuities and other remuneration are factors, are 
audited at more frequent intervals. All audits are 
made on a test basis; that is, each audit begins with a 
complete audit for 1 year only. If the audit for this 
period checks, within reasonable limits, with the 
reports filed by the employer, no further audit is made. 
If it does not check, and audit for the entire 6-year 
period, or the period since the last audit, is made. 
Here in New York State, approximately 36,000 such 
audits are made each year, and from 75 to 80 percent 
of all audits are test audits only. The program has 
been successful in that audits have been made with 
sufficient frequency to make employers generally 
aware of the fact that their operations are probed; 
good management of the employer accounts function 
seems to require an operation of this nature. 

Field auditors are never charged with any obliga- 
tions other than those set out above. They do not 
hunt for employers who fail to register, nor employers 
who have failed to pay taxes due. Their obligation 
is distinct and this limitation, it is believed, operates 
toward a more efficient and clear-cut delegation and 
application of authority. 


Experience Rating 


The Experience Rating Section concerns itself wholly 
with the establishment of variable rates as permitted 
by the unemployment insurance law. The operation 
varies widely in the various States, and the operations 
in New York State involve perhaps more factors than 
do the experience-rating provisions of any other State 
law. They require the cooperation of the accounting 
unit of the Employer Account Section and of the Bene- 
fit Payment Section, as well as direct operations carried 
on wholly within the Experience Rating Section. The 
section is charged with the responsibility of furnishing 
notices to employers as required by the unemployment 
insurance law, as well as the accumulation of charges 
made to employers in order to establish the proper 
contribution rates for the succeeding year. Every at- 
tempt has been made to confine this operation, both 
in scope and authority, but in this field such limitation 
would cause many an expensive duplication. As a 
result, a great many of the calculating functions of the 
Experience Rating Section are carried out by the 
accounting unit of the Employer Account Section as 
distinct from the purely experience-rating functions 
of the Experience R.ating section. 
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All operations relative to claims, charges because of 
payments made, calculations due to payroll variations 
and the length of time that the employer has been in 
the system—all of which are factors determining an 
employer’s contribution rate—are carried out wholly 
by the Experience Rating Section. These operations, 
however, are combined with information regarding 
payments made by employers and account balances 
of individual employers, which are a byproduct of the 
accounting operations of the Employer Account Sec- 
tion proper. As a result, this one section has not been 
maintained as sharply apart, both as to operations and 
functions, as have the other sections comprising the 
general Employer Account Section. The general 
principle of keeping these sections apart would hold 
in this case also, except for the fact that the operations 
are so complicated and so large in volume as to make 
the duplication which would result excessive, both as 
to time and cost. 
eae Te 

Summing up the experience over the past 17 years 

in New York State, the general thesis is that good 





management in the Employer Account Section de- 
mands a sharp divorcement of various separate func- 
tions, both from the standpoint of efficient authority 
and economical operations. Authority should be del- 
egated to each of the supervisors of these various sec- 
tions within their field to carry out all of the functions 
within that field. The supervisors have to be assured 
of being free from interference through the delegation 
of similar authority to other supervisors or through the 
operations of other sections. There is no waste motion 
in this operation, since the same function is never 
carried out in two places. 

The early operations of this bureau disclosed that 
without such sharp definition of authority and delega- 
ticn of authority, the same thing was being done at 
various places with respect to the same general opera- 
tion without anyone knowing that this duplication was 
occurring. It cannot be stressed too clearly that the 
operation of the Employer Account and Collection 
function in New York has developed as a basic prin- 
ciple that this definition and distinction of authority 
is essential to efficient operations in this field. 


THE ROLE OF THE FIELD AUDITOR 


By JAMES W. HARTZELL 


Chief Field Accountant, Bureau of Employment Security 


Harrisburg, Pa. 


N PENNSYLVANIA’s FieLp Accounting Service the 

Field Accountant performs a wide variety of duties. 

He must be capable of making audits of employer 
accounts for the purpose of determining that the 
employer has complied with the reporting and taxing 
provisions of the Pennsylvania Unemployment Com- 
pensation Law. He is required to be thoroughly 
familiar with the coverage provisions of the law since 
the great majority of status determinations are made 
in the field by the Field Accountants. He must collect 
delinquent reports and delinquent contributions on 
assignments by the Central Office. He is responsible 
for obtaining missing wage records from employers, 
investigating inaccuracies of wage records, and con- 
ducting investigations in connection with fraudulent 
claims. 

Together with the many other functions he is called 
upon to perform, the Field Accountant is the direct 
personal contact between the Bureau and employers. 
One of his greatest responsibilities is the establishment 
and maintenance of good public relations. In view of 
these many and varied functions which the Field Ac- 
countant is required to perform, it is evident that his is 
one of the most important positions in the Bureau and 


18 


that he must be thoroughly trained and equipped, 
with a knowledge far broader than that required of the 
average employee of the Bureau. 

The Field Accountant is continuously on the alert 
to discover new employing entities. This is accom- 
plished by observation as he covers his territory, by 
careful reading of local newspapers, and through the 
medium of Federal Forms SS-4, sent to this Bureau 
by the Federal Government, which furnish information 
regarding new employer pickups under Federal Old 
Age and Survivors Insurance. Since coverage under 
the Pennsylvania Unemployment Compensation Law 
is the same as OASI coverage, that is, one or more 
employees in a day or part of a day, Forms SS—4 are of 
particular benefit to Pennsylvania. All status deter- 
minations respecting Pennsylvania employers are 
made in the field except borderline cases, which are 
submitted to the Status Determination Section of the 
Accounting Division for decisions. 


Field Audits 


The Field Accountant is also charged with the 
responsibility of making a specific number of audits, 
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State Capitol, Harrisburg, Pa. 


both complete and test audits, during a given period. 
A complete audit is one that covers the entire period 
involved, i. e., the statute of limitations period; or the 
period since determination of coverage, if less than the 
statute of limitations period; or the period since the 
last audit; or one that covers less than the period in- 
volved but more than one-fourth of the period estab- 
lished by the State’s statute of limitations. A test 
audit is one that covers only a portion of the period 
involved, not to exceed one-fourth of the period 
established by the State’s statute of limitations. If 
discrepancies are disclosed in a test audit, a complete 
audit must be made. 

Audits are originated in the local field accounting 
offices by various means of selection, or are the result 
of assignments from the Central Office for a number of 
reasons, including the necessity to issue clearance 
certificates for corporate entities. All taxing agencies 
of the State are required to certify to the Pennsylvania 
Department of State that all taxes owing the Common- 
vealth by the dissolving corporation have been paid. 
his determination requires an audit of the corpora- 
tion’s accounts. Audits for agencies of other States 
ire also made on assignments from the Central Office. 

During the fiscal year ended June 30, 1953, Penn- 
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sylvania’s field accountants completed 17,828 audits. 
Approximately 38 percent of all audits made resulted 
in corrections of reports previously filed. Audits 
made in the last fiscal year produced $249,524.47 in 
additional contributions due, and $122,478.45 in 
credits because of overpayments. 


Delinquent Reports and Accounts 


An important function of the Field Accountant is 
the contact with employers to obtain delinquent 
quarterly reports. The prompt receipt of these 
reports is necessary so that payment of benefits to 
claimants will not be delayed, since these reports 
indicate not only the amount of contribution due by 
the employer but also the amount of wages of the vari- 
ous employees for the quarter. At a certain time after 
the end of each quarter the Accounting Division fur- 
nishes the Field Accounting Central Office a statement 
of report delinquency for each employer whose 
quarterly report for the preceding quarter has not yet 
been received. These are sent to the various Field 
Accounting Offices for contacts with employers. 
These assignments are given preference and all con- 
tacts must be completed within 30 days. When all 
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efforts of the Field Accountant to obtain delinquent 
contribution reports have failed to produce results, 
the Field Accountant has the responsibility of recom- 
mending assessment proceedings. This recommenda- 
tion must be approved by the Field Accountant’s 
supervisor. 

Another regular function of the Field Accountant is 
the contact with employers for the collection of money 
delinquencies. These collections are sometimes on 
assignments from the Central Office, but most col- 
lections are made after the receipt by the Field Ac- 
countants of statements of employer accounts which 
show money delinquencies. During the first 6 months 
of 1953 Field Accountants collected $902,000 in 
delinquent contributions. 

Pennsylvania’s Field Accountants are also em- 
powered to enter into partial payment plans with 
employers who are unable to pay an entire amount 
due at one time. These plans of payment usually 
require weekly, biweekly or monthly payments and 
provide that the entire amount must be liquidated in 
not more than 1 year. The plan also provides that 
payment of all quarterly contributions must be paid 
currently while the plan is in effect. These partial 
payment plans are of great benefit to employers and 
to the Bureau since they result in ultimate payment in 
full, plus interest, on a basis with which it is possible 
for the employer to comply, and they avoid the neces- 
sity of legal action which not only may put the em- 
ployer out of business but would also deprive the 
employees of gainful employment and _ increase 
benefit claims. 

The Field Accountant is required to take an impor- 
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tant part in the preparation for an enforcement of 
legal action when such a course becomes necessary. 
He investigates the assets of the employer, determines 
the validity of the ownership, examines records in the 
courthouse for any real estate assets of the employer 
and for information regarding liens and judgments 
that may have been filed by other creditors against 
this employer prior to the Bureau’s claim, and reports 
his findings to the Legal Division. When a local 
attorney is engaged by the Bureau, the Field Account- 
ant assists him in all the detailed work involved. In 
the absence of a local attorney, the Field Accountant 
represents the Bureau in connection with the activities 
of the Sheriff and Referee in Bankruptcy until the case 
has been settled. 

Many quarterly reports submitted by employers fail 
to include all wage records or include incorrect or in- 
sufficient wage records. These discrepancies gener- 
ally come to light when a benefit claim is made and 
then a Field Accountant is assigned to contact the 
employer promptly for the correction of the discrep- 
ancies so that the payment of benefits is not further 
delayed. 

When claim fraud is indicated, the Field Accountant 
is required to investigate the case. This work calls for 
diplomacy and a particular skill on the part of the 
Field Accountant, not only in determining the exist- 
ence of the fraud, but in confronting the claimant and 
effecting restitution. It is gratifying that most of these 
frauds, when detected, are cleared by restitution. In 
the first 6 months of 1953 the Field Accounting Serv- 
ice collected $14,833.48 from claimants in restitution 
payments. 
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Intermediary Between Bureau and the Public 


An important responsibility of the Field Accountant 
which is often overlooked by those not in the Field 
Accounting Service is his position as direct personal 
intermediary between the Bureau and the public. 
The Field Accountant is trained to be courteous at 
all times and to exercise the utmost effort in assisting 
both employers and employees in their unemployment 
compensation problems. It has been our experience 
that the most fruitful ground for good public relations 
is the courteous and helpful attitude of the Field Ac- 
countant in his day-to-day personal contact with the 
public. 

We have had a number of letters of commendation 
of individual Field Accountants from employers who 
took the time to acknowledge the meritorious perform- 
ance of a job by a Field Accountant. The Field Ac- 
countant in the field is in a far different position from 
that of employees in the Central Office because, first, 
he is serving the most interested critic of the Bureau, 
the man who is paying the bill, and second, he must 
think on his feet and has not the opportunity to sit 
back, ponder, discuss the case with associates, or con- 
sult guidance material. When he contacts an em- 
ployer, listens attentively to a tale of woe about the 
employer’s financial situation or a tirade about the 
inequities of the social security program, and then ex- 
plains carefully and intelligently the provisions of the 
law regarding all phases of coverage, reporting of 
wages and payment of contributions, rights of em- 
ployers and employees, experience rating, and other 
unemployment compensation matters, and comes 
away with the required reports and contributions, the 
good job he is performing is only in the course of his 
regular activities. 


Quarterly District Training Meetings 


Pennsylvania is divided into 10 field accounting dis- 
tricts, each headed by a district supervisor; there are 
also 44 county offices, serving one or more of the 
State’s 67 counties. (See map.) 

Training of personnel is, of course, a prime requisite 
in this wide-flung organization so that all Field Ac- 
counting Service personnel, no matter how far distant 
from the Central Office, may be equipped to perform 
their functions in an approved manner in keeping with 
the latest rules and regulations, policies and proce- 
dures. Each quarter district supervisors hold district 
training meetings attended by all personnel of the vari- 
ous county offices in the District. District Supervisors 
conduct meetings of County Supervisors at more fre- 
quent intervals and County Supervisors, in turn, hold 
weekly training sessions in their own county offices. 
The Chief Field Accountant or the Assistant Chief 
Field Accountant is always present at the training 
sessions of the districts, and after completion of the 
agenda, offers timely remarks and answers questions 
pertaining to the work of the Field Accounting Service 
which all employees are encouraged to ask. 
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Throughout the year Field Accounting memoranda 
pertaining to instructions, new policies and proce- 
dures, and other current information, written by the 
Chief Field Accountant or the Assistant Chief Field 
Accountant, are mimeographed and distributed to 
all Field Accounting Service personnel, so that the 
entire staff may be kept promptly informed. All 
but a few miscellaneous items are controlled in the 
Field Accounting Central Office. 

During the first 6 months of 1953 more than 148,000 
cases passed through the Field Accounting Central 
Office, counting both outgoing assignments and in- 
coming completions. This large figure includes out- 
going assignments in the categories of report delin- 
quencies, money delinquencies, wage record investi- 
gations, Clearance Certificates, or out-of-State audits, 
and miscellaneous correspondence, and incoming 
material such as results of completions of assignments, 
reports of program or other audits, and current 
quarterly returns collected in the field. 


Study Committee 


In an agency the size of Pennsylvania, with approxi- 
mately 189,000 reporting employers, 10 district Field 
Accounting Offices and 44 County Field Accounting 
offices, it is not surprising that over the years some 
offices adopted an individual pattern of performance, 
which, although effective with respect to a specific 
office, nevertheless results in difficulty in overall man- 
agement and control and is not desirable. For the 
purpose of correcting this situation there were ap- 
pointed in November 1952, four separate committees, 
each headed by a District Supervisor and composed 
of other District Supervisors together, in some cases, 
with key personnel from the larger districts. 

These committees, on the subjects of (1) Auditing, 
(2) Claims Investigation, Legal Prosecution and 
Restitution Audits, (3) Compromises and Detection 
and Prevention of Misappropriations, and (4) Office 
Procedures, were appointed to make a thorough study 
of the methods of performing these functions in each 
District and County Office and recommend the 
adoption of the best method of performing each 
function on a uniform basis throughout the Common- 
wealth. 

The men in the field were placed on these commit- 
tees. not only because of their many years of exper- 
ience in Field Accounting work but so that when 
reviewed, corrected and adopted, the recommended 
procedures would not be subject to criticism or devia- 
tion because they were the product of the field men 
themselves. 


Basis for Revision in Manual 


As the Committees’ reports are completed they are 
reviewed by the Chief Field Accountant or his de- 
signee, placed in clearance for review by all district 
supervisors and interested Bureau division heads, and 
upon final approval become the basis for revision of 
the Field Accounting Service Manual of Operations, 
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with the exception of the report on Detection and 
Prevention of Misappropriations. Field accounting 
offices in the Commonwealth will then be required to 
perform all functions in accordance with the revised 
manual. This should result in uniformity throughout 
the State. Two exceptions will be Philadelphia and 
Pittsburgh, the metropolitan districts, where great 
numbers of employers are concentrated in relatively 





N CONNECTICUT the activities of the Field Audit 
Unit of the Unemployment Compensation Depart- 
ment are primarily concerned with direct contact 
of approximately 22,500 employers subject to the law. 

The field staff makes its headquarters in the various 
offices of the Department located throughout the 
State. The central office administrative staff of the 
Field Audit Unit is located in the Labor Department 
Building in Hartford. Field representatives are as- 
signed to 11 of the State’s 18 local offices in the fol- 
lowing cities: Hartford, Waterbury, Danbury, Stam- 
ford, Middletown, New Haven, Norwalk, Norwich, 
New Britain, New London, and Bridgeport. 

Auditing payroll records for compliance with the 
unemployment compensation law and determination 
of employer liability under the law are the most 
important activities of the field representative. The 
policy of the department is to carry on a constant 
educational program as a part of each visit by a field 
representative to an employer’s place of business. The 
field representative endeavors to explain to the em- 
ployer the requirements for filing forms and special 
provisions of the law which may specifically affect the 
employer. 

The merit-rating (or experience-rating) provisions 
of the law have been found through experience to be 
the most difficult for employers to understand fully 
and particular educational stress has been placed on 
this subject for some time. The provisions of the law 
regarding eligibility for a merit rate are of particular 
interest to employers, especially that provision which 
small areas, and various procedures that are effective 
in other districts cannot apply. However, the operat- 
ing procedures for the two large metropolitan districts 
will be defined and will be required to be maintained. 
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Pennsylvania is fortunate that most of its Field Ac- 
counting Service personnel have been with the Bureai 
for a number of years and have had continuous 
training On Current policier and procedures. 
requires that all reports be filed and all contributions 
and interest fully paid by September 15 of the yea 
prior to the calendar year for which contribution rates 
are computed. 


EMPLOYER RELATIONS 
and 


THE FIELD AUDITOR 


By CHARLES R. ROWE 

Field Audit Supervisor 
Employment Security Division 
Connecticut Department of Labor 


Many employers do not realize that the maximum 
reportable wages in a calendar year under the Con- 
necticut unemployment compensation law was not 
changed to $3,600 when the Federal Insurance Con- 
bution Act increased the maximum reportable wages 
on January 1, 1951, from $3,000 to $3,600. The max- 
imum reportable wages under the Connecticut unem- 
ployment compensation law and the Federal Unem- 
ployment Tax Act is $3,000 in a calendar year. This 
subject has been the cause of much misunderstanding 
on the part of employers, and the field staff has made 
a special effort to explain it fully when contacting 
employers. In most cases employers are overreport- 
ing wages under the Connecticut unemployment 
compensation law and receive refunds. 


Employer Entities Counted Together 


The Connecticut unemployment compensation law 
provides that if the same interests own or control 
directly or indirectly two or more employer entities, 
the employees. of both entities may be counted 
together to determine liability under the law. This 
provision of the law is known as common control. 
This is another provision of the law which continues 
to require considerable educational work on the part 
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of the field staff. It has been a subject of much 
discussion, and employers determined liable under its 
provisions have invariably had conferences with the 
central office administrative staff before being satisfied 
that the provisions of this section of the law apply in 
their case. 

Another provision of the law which continues to 
require considerablk. educational work on the part 
of the field staff is the provision which requires an 
employer to report the wages of all nonliable con- 
tractors and subcontractors who perform work which 
is a part of the employer’s usual trade, occupation, 
profession, or business, and which is performed in, 
on, or about premises under the employer’s control. 
This provision of the law is known as the subcon- 
tractor clause. It has resulted in the voluntary 
acceptance of liability under the law on the part of 
many subcontractors. It continues to be a source of 
considerable audit assessments. 

The “‘successor” clause of the law provides that if 
an employer acquires substantially all of the assets, 
organization, trade, or business of an already liable 
employer, such employer succeeds to liability under 
the law. This provision of the law usually requires 
considerable explanation on the part of the field 
representative and the central office administrative 


staff. 
When Is an Individual an Employee? 


What would seem to be one of the most simple 
problems is the determination of who is an employee. 
This question of when is an individual an employee 
and when an independent contractor probably causes 
more controversy than any other subject, especially 
today when so many work-incentive plans and special 
employment contracts are in operation. The field 
representative and the central office staff have many 
discussions with employers on this subject, and fre- 
quently it requires a great deal of investigation to 
determine the degree of direction and control exercised 
over the individual before a decision can be made as 
to whether such individual is an employee or an 
independent contractor. In many cases the deter- 
mination of liability depends on whether one indi- 
vidual is considered as an employee or as an inde- 
pendent contractor. 


Accurate Records of Employment Required 


The unemployment compensation law requires that 
all employers, whether subject to the law or not, keep 
accurate records of employment. ‘There is no require- 
ment that elaborate records be maintained. However, 
the department insists that sufficient information be 
kept to file necessary forms and reports. The field 
representative, in his contacts with smaller employers, 
must be satisfied with any method of record keeping 
that will accurately reflect the true employment record. 
Experience has shown that record keeping and report 
filing have a tendency as a general rule to be good in 
some types of industry and poor in other types. 
Special efforts are made to help employers in the 
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“problem industries” to keep their records in such 
form as to make possible the prompt filing of accurate 
returns. 


Establishing Liability 


The majority of contacts made by field representa- 
tives originate with definite assignments from the 
central office in Hartford, although in certain cases 
field representatives are permitted to originate assign- 
ments. ‘The central office makes exhaustive checks of 
all nonliable employers doing business in the State 
with a view to establishing liability as soon after the 
actual date of liability as possible. A_ periodic 
recheck by mail is made of all registered nonliable 
employers to see if possible liability has occurred since 
the last checkup. It is the policy of the department to 
try to determine liability as close to the actual date as 
possible to spare the employer the problem of having 
to meet a large assessment covering several years, plus 
interest charges. During the calendar year ended 
December 31, 1952, 62.1 percent of all employers 
determined to be liable were found liable within 3 
months from the actual date of liability, and 91.5 
percent were found liable within 1 year of the actual 
date of liability. 

As of July 1, 1953, the unemployment compensation 
law was amended to limit to 3 years any determination 
of liability where the employer in good faith was not 
aware of liability. The former limitation was 6 years 
and this still applies if it can be proved that the 
employer did have knowledge of liability. 

The Connecticut unemployment compensation law 
first became effective in 1936. After almost 17 years 
of operation, the provisions of the law have become 
well known, and cooperation and compliance on the 
part of employers is generally very good. The policy 
of the department continues to stress the use of the 
field staff for a maximum of educational work on each 
employer contact, especially with new employers who 
are just becoming subject to the law. 








AT Press ‘TIME 
(Continued from page 3) 

VA emphasized that the 1954 cutoff date applies 
only to post-Korean veterans who left service before 
August 20, 1952. Those separated after that date 
need not concern themselves with the 1954 deadline. 
Instead, they have 2 years from the time they left the 
Armed Forces in which to get started. 

Generally, a veteran is expected to be in the class- 
room or at the training bench when his GI bill cutoff 
date comes around, if he wants to continue beyond 
that time. But so long as he started before the dead- 
line, there will be no objection if he’s not actually in 
training on the cutoff date because of normal summer 
vacation, or for other reasons beyond his control, or 
for circumstances that VA deems to be excusable. 
He may even suspend his GI training for as long as a 
year—with part of the suspension coming after the 
cutoff date—and still be permitted to resume training 
afterwards. If he does so, VA will consider that his 

(Continued on page 44) 
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NE OF THE RECURRING and more difficult problems 

faced by any agency is that of dealing with de- 

linquent employers, that is, those who fail to 
submit reports and payments in accordance with the 
schedule prescribed by law and agency regulations. 
In this article we are not concerned with the 95 out 
of every 100 employers who submit timely reports and 
make timely payments. Rather, we are dealing with 
the problem of obtaining reports and payment from 
the troublesome minority of employers who fail to 
comply with reporting and payment requirements. 


Tabulating Card Control of Delinquency 


Obviously, a system providing for a tight control of 
the receipt of quarterly reports from subject employers 
is necessary to insure the filing of reports by all such 
employers. This agency uses a file of tabulating cards 
for the control of employer reporting. At the begin- 
ning of each calendar quarter a tabulating card is 
prepared for each employer liable as of that date, 
showing his registration number and name. As quar- 
terly contribution and wage reports are received, the 
corresponding employer control card is withdrawn 
and placed in a “received”’ file for any necessary future 
reference. Thus, at any time, the cards remaining in 
the file represent those employers from whom reports 
have not been received. 

Fifteen days after the required filing date, the con- 
trol cards remaining in the “‘unreceived”’ file are used 
to prepare, mechanically, a first delinquency notice 
for mailing to each delinquent employer. The process 
of withdrawing delinquency control cards as reports 
are received is continued, and 30 days after the re- 
quired filing date a second delinquency notice is pre- 
pared from the remaining cards. This is a statutory 
notice, and it is necessary that the exact name of the 
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Control of Delinquency in 


Employer Reports 
and Payments 


By CHARLES M. MANN 


Treasurer, Florida Industrial Commission 
Tallahassee, Fla. 


legal entity be given on the notice and that it be sent 
by registered mail. 

A copy of this notice is sent to the appropriate field 
office and serves as an assignment to the field repre- 
sentative to contact the delinquent employer and 
obtain reports and payment. The representative is 
required to complete the assignment within 15 days. 
If unable to obtain reports, he submits available 
payroll data on which to base an assessment. We feel 
that this step in the procedure has played a very im- 
portant part in establishing the low percentage of 
reporting delinquency which this agency has experi- 
enced in recent years (only six out of every thousand 
employers delinquent for reports 60 days after due 
date). The effectiveness of this step in the procedure 
was thoroughly demonstrated at the end of fiscal 
year 1952 when it became necessary, because of a 
shortage of administrative funds, to forego this par- 
ticular procedure for one quarter. The reporting 
delinquency as of the end of that quarter was double 
what it had been in preceding quarters and was again 
in immediately succeeding quarters. 

If an employer fails to submit reports, or the repre- 
sentative is unable to obtain reports, within 15 days 
from the date of the second delinquency notice, an 
assessment is made against the employer, on the basis 
of the best information obtained by the field repre- 
sentative or available in the agency records. A notice 
of this assessment is mailed to the employer by regis- 
tered mail. 

Issuing Tax Liens 


As provided in the law, a tax lien is issued against 
each employer remaining delinquent for quarterly 
taxes 60 days after the required filing date. This tax 
lien is a legal document which, when recorded with the 
clerk of the circuit court, becomes a lien on the real 
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r personal property of the employer. The field repre- 
entative advises the employer of the fact that the lien 
vill be recorded if payment is not immediately made. 
n most instances this action is effective in securing 
ollection in full, and the tax lien is returned to the 
central office for cancellation. If collection is not 
1ade, the tax lien is taken or sent to the clerk of the 
circuit court for recording. If the employer is unable 
.o satisfy the obligation in full, but can make a partial 
payment, the deputy is authorized to accept an initial 
payment of not less than 15 percent and an agreement 
io pay the balance monthly in not more than eight 
monthly installments and to pay future taxes as they 
become due. In this case the lien is still recorded as 
protection to the agency for the unpaid balance. 


Issuing Tax Warrants 


If payment is not received and the field representa- 
tive reports that the employer has assets against which 
levy can be made, a tax warrant is issued immediately, 
and forwarded to the field office. The employer is 
contacted again and given the opportunity to pay the 
indebtedness before the warrant is turned over to the 
sheriff for collection or possible seizure and sale of 
assets. This contact also is effective in many cases, 
and the field representative obtains payment without 
having to refer the warrant to the sheriff for action. 

At this point it should be emphasized that strict 
adherence to a time schedule is highly important in 
the delinquency and collection control process. Any 
lag in the procedural steps reduces appreciably the 
effectiveness of the controls. Equally important is 
the close coordination of collection activities by the 
central office staff and the agency’s field force. An 
awareness of responsibility by those of the staff en- 
gaged in delinquency control activities can be a big 
factor in the success of any program for handling the 
delinquency problem. 


Collecting From New Employers 


The agency has found, however, that special prob- 
lems exist with respect to newly determined liable 
employers and, because of the nature of the State’s 
economy, with respect to those employers engaged in 
seasonal operations. Therefore, special procedures 
have been installed for dealing with these categories. 

At the time of contacting an employing unit for the 
purpose of investigating possible liability for taxes, 
the field representative attempts to collect any amounts 
already due from those employers who are obviously 
liable for the tax. If the field representative fails to 
obtain the reports at the time of contact, he sends the 
completed liability investigation to the central office 
and leaves with the employing unit a written notice 
stating that if reports are not submitted within 10 
days, penalties of $5 per month will be assessed by the 
agency, as provided by statute. The emphasis placed 
upon the obligation for reporting and payment at the 
time of this initial contact by the field representative 
serves to impress upon the new employer the impor- 
tance of the timely filing of required reports and 
prompt payment of taxes, 
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Issuing Jeopardy Tax Liens 


In addition to the provision for issuancé of a tax 
lien 60 days after the required payment date, the 
Florida law provides for the issuance of a jeopardy tax 
lien at any time if it appears that the collection of 
taxes will be jeopardized by delay. The agency has 
used this action effectively in many instances, espe- 
cially in the resort areas of the State where many 
employers are engaged in seasonal businesses. It has 
also used it effectively in some cases where employers 
were engaged in operations of short or uncertain 
duration, such as construction projects. When infor- 
mation is received that a delinquent employer may 
be preparing to close down operations or to discon- 
tinue his business, a jeopardy tax lien and jeopardy 
tax warrant are issued simultaneously, and forwarded 
to the field office for quick action by the field repre- 
sentative. This procedure has been effective in 
collecting taxes, particularly from seasonal employers 
who otherwise might have closed down and left the 
State for the season, or perhaps permanently, leaving 
a substantial unpaid tax obligation. 


x ." 2 


It has been said that death and taxes are inevitable. 
Similarly, the delinquent taxpayer is inevitable, and 
presents a problem which we will always have with 
us. In this article we have outlined briefly the system 
used in the Florida agency in our effort to keep the 
problem under control. Under the system we have 
achieved very substantial reductions in both our 
reporting and monetary delinquency areas, and it is 
hoped the information set forth herein may be of some 
value to others in meeting the problem of delinquency 
control, 








COUNSELING FOR SERIOUSLY DISABLED 
VETERAN PATIENTS 


SEPTEMBER release of the Veterans Administration calls 
attention to the vocational counseling service now being 
provided to seriously disabled veteran-patients in VA hospitals 
so as to aid them in getting well and to restore them to produc- 
tive life. The vocational counseling is designed to aid tuber- 
culous, neuropsychiatric, and long-term general medical and 
surgical patients. It is this type of long-term patients, whose 
employment is interrupted by extended hospital stay or who 
cannot return to the same type of job because of physical rea- 
sons, who especially needs vocational counseling. 


This program was one of the subjects covered in the Septem- 
ber theme of the EmpLoyMENT Security Review, entitled 
‘Counseling Teams Help Long-Term Hospitalized Veterans,” 
by Dr. Robert S. Waldrop, of the Department of Medicine and 
Surgery of the Veterans Administration. 


Currently, vocational counseling is an integral part of the 
hospital team in 54 hospitals. Although this new vocational 
counseling has been in effect a little over a year, the program 
is meeting with marked success. VA’s goal is to extend this 
service to 32 more which will cover all TB and NP hospitals 
and those general medical and surgical hospitals having 
large numbers of long-term patients. a 
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as to social security account number and employer 
account number are nonchargeable and are held in 
a special file. 

A Statement of Charges is then prepared by use of 
the punched cards for each employer, showing the 
names, social security numbers, and amount of bene- 
fits charged for each former worker who has filed a 
claim and exhausted his mayimum benefits or whose 
benefit year has ended within the 12-month period 
ending July 31. This statement is mailed to each 
employer on or about September 15 of each year. 

A tabulated list of the total net benefit charges to 
each employer’s experience-rating account is pre- 
pared and this list is used in posting the benefit 
charges to the individual employer statements. A 
list of amounts noncharged is prepared and the total 
is charged to a nonchargeable bookkeeping account. 

4. Interest.—The interest (approximately $4 mil- 
lion) on the Unemployment Insurance Trust Fund 
received each year is pro-rated to each employer’s 
experience-rating account that has a credit balance. 


Computation of Rate 


Each Cumulative Experience Rating Statement is 
examined to determine if the two tests have been 
met that will entitle the employer to a rate of less 
than the standard rate of 2.7 percent. First, benefits 
must have been payable to potential claimants 
throughout the 3-year period ended July 31. This is 
determined from data on the statement and, if not, 
a rate of 2.7 is assigned. If yes, the second test 
which involves the determination of the reserve ratio 
is applied. ‘This is done by dividing the balance in 
the experience-rating account as of July 31 by the 
total taxable wages for the 3-year period ended June 
30. If this ratio is 1.4 percent or more, a rate is as- 
signed according to the applicable schedule from a 
possible rate of .1 percent to 2.7 percent. A copy 
of his statement is mailed to each employer, with the 
computation and rate for the forthcoming year 
shown. These statements are mailed on or about 
November 15 of each year. 


Voluntary Contributions 


Each employer has 30 days from the date the 
statements are mailed in which to make a voluntary 
contribution if he desires to do so. By making a vol- 
untary contribution an employer increases his reserve 
balance, resulting in a reserve ratio that would entitle 
him to a rate of less than 2.7 percent or a lower rate 
than originally assigned. The feasibility of making 
such a contribution is determined by the employer. 


Employer Protests 


An employer has until May 1 following the effec- 
tive date of his rate in which to protest charges to 
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his account or the computation of his rate. Very 
few protests are received unless there has been an 
error (we do make some) or a misunderstanding on 
the part of the employer. We have rarely expe- 
rienced a protest which resulted in a hearing, as they 
are settled by a brief explanation. We feel that the 
reason for so few protests is attributable to the fact 
that frequent statements and notices are not sent t 
the employer to confuse and befuddle him, but one 
statement of charges and one cumulative statement 
with rate computation are sent each year. These 
two statements furnish the employer in one packag 
all of the facts and figures that he needs. 


* * %r 


The management of an experience-rating system is 
far from simple. Three departments are involved— 
claims, accounting and machine service—and dead- 
lines must be met which require close coordination of 
work. There are many functions in the Unemploy- 
ment Insurance Program which directly or indirectly 
affect experience-rating systems, as do economic 
conditions, both existent and those predicted to come. 
It is an intriguing and fascinating job. Experience 
rating in North Carolina has provided employers, 
for the most part, with the incentive and interest to 
make them feel that they, as well as the claimant, 
have more than a vested interest in the program and 
are accepting the program as a necessary organ in 
our economic life. 





STATISTICS FROM CONTRIBUTION REPORTS 
' (Continued from page 4) 


this source for the greater part of its benchmark for 
national estimates in the current employment statistics 
program. 

Along with the work reflected in the various articles 
in this issue of the REviEw about tax and accounting 
procedures, considerable progress has been made over 
the years in facilitating and improving the tabulations 
of the employment and payroll statistics obtained from 
the contribution reports. For example, the separate 
annual summaries of the employment and wage data 
were eliminated from the Federal-State reporting pro- 
gram in 1949 when provision was made to assure ade- 
quate coverage in the quarterly tabulations. ‘The re- 
cently distributed HANDBOOK ON INDUSTRIAL CLASsI- 
FICATION, While applicable in all industrial classifica- 
tion work in the employment security program, 
provides an especially useful tool in connection with 
the compilation of covered employment and wages 
by industry. 

In the hope of continuing progress along these lines, 
the Bureau is now conducting field studies which it is 
believed will assist the State agencies to produce the 
data even more accurately and efficiently and also 
enable the Bureau to simplify the tabulations which 
State agencies transmit to Washington. 
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Day-to-day contacts take place between the tax department and the legal department. Here Lee G. Williams, 


ee 


General Counsel (seated) advises Herman E. McKinney, Chief of Tax Department. 


Legal Role in the Texas Tax Function 


By LEE G. WILLIAMS 


General Counsel, Texas Employment Commission 


Austin, Texas 


AM NOT UNDER the illusion that fewer than 9 of 
fevete 10 people who look at this article are think- 

ing, if not saying, ““Some more Texas bragging.” 
But, at any rate, I shall begin by saying that any 
opinions expressed herein are my own and that I shall 
not expect a fee for their expression. 

Some legal problems in the tax-liability field are 
common to all States. For example, we are all from 
time to time concerned with the question: Is this 
person in the employ of that business organization? 
But most of the legal problems of a State agency are 
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brewed from a mixture of statutory language, admin- 
istrative procedure and administrative interpretation 
peculiar to the State itself. Texas, for instance, has 
no provision of law which gives any legal dignity or 
effect to a finding or decision by the Employment 
Commission on original tax liability. Other State 
agencies have fared differently at the hands of their 
legislatures. A finding of liability by some agencies 
is reviewable by the courts only on the basis of an 
examination of the record made before the agency. 

The point is that a discussion of the legal aspects of 
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Texas tax-liability problems may provoke in some 
quarters the query: “Why doesn’t their legislature 
amend the law?” It may, therefore, not be out of 
order to answer now that we like it as it is. We like 
to know that we have the statutory power to collect 
taxes when they are due; but we like to know, too, 
that we must be fully prepared, when a question is 
raised, to prove liability by competent evidence intro- 
duced in court. The knowledge that every case of 
asserted tax liability may have to be presented to a 
judge or jury in court proceedings makes us do a pretty 
thorough job as we gather the facts necessary to dis- 
cover and establish liability. 

Most of us usually think of courts and law suits when 
we hear the phrase “legal problems.” The truth is 
that collection of taxes by court action is a very minor 
part of the Texas collection process, and of the tax 
cases actually filed not more than 2 or 3 percent are 
ever contested. That is to say, 97 percent or more of 
the cases we file result in default judgments for taxes. 


How to Avoid Legal Problems 


We have proceeded in Texas on the theory that 
serious legal problems in connection with tax col- 
lection can be almost completely avoided by proper 
cooperation between the Commission’s Tax Depart- 
ment and its Legal Department. This theory seems 
valid in spite of the pendency of the important Todd 
Shipyards case at the present time. That case, how- 
ever, involves an attempt to incorporate a tax ques- 
tion into an attack on benefit payment procedures; 
it cannot be said to involve a pure problem of tax 
liability. 

The Commission’s Tax Department and its Legal 
Department are in day-to-day contact. Small group 
conferences regularly take place as problems or ques- 
tions arise. We work together in the conduct of fact- 
finding liability hearings and investigations. We 
confer prior to the filing of a request for a court 
order to require the appearance with his records of 
an employer who fails to respond to a Tax Depart- 
ment subpoena. A Commission attorney regularly 
participates in auditor-training conferences, and the 
Legal Department reviews each case of asserted tax 
liability before the Commission asks the Attorney 
General of Texas to file suit. 

Perhaps a figure will serve to emphasize the im- 
portance of this cooperation. It has produced a 
pretty clean situation in Texas: We have a lifetime 
record, from 1936 to 1953, of having collected 99.44 
percent of all of the taxes owed us. (And we did not 
borrow these figures from the Ivory Soap people.) 


Filing Suits for Collection of Taxes 


Two Assistant Attorneys General, assigned to Com- 
mission work exclusively, file all suits for collection 
of taxes. These suits, by law, must be filed in one 
of the three District Courts located, as is the Com- 
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mission’s State office, in Austin, the Capital Ci: 
The Commission’s Legal Department handles 
litigation with respect to benefit rights, in additi: 
to participating in the trial of tax suits and handli: 
all matters arising after judgment in those sui 
This arrangement has proved to be a highly sati 
factory one. When the Commission asks the Atto 
ney General’s Office to file suit, that office affor: 
the delinquent employer one final opportunity t 
pay and avoid litigation. Many law suits are oby 
ated by this process which is often productive ; 
installment-payment arrangements. But, under Tex 
as law, there can be no compromise of a tax claim 
We never accept less than the asserted liability o 
the full amount of a tax judgment. This firmly fixed 
policy has, we feel, resulted in a clean record. 

Although the Texas statute makes no specific 
provision for the process, the three-membered Com- 
mission regularly affords employers who contest tax 
liability the opportunity of a hearing. Sometimes 
in these hearings, evidence is received and facts 
are discovered; at other times the hearing simply 
affords the potential taxpayer the opportunity to 
talk to the Commission and make his arguments on the 
basis of evidence already in the files. More often 
than not, the employer.appears without an attorney. 
As was earlier stated, the decision which the Commis- 
sion reaches is not one which binds the employer; 
but it is very unusual for court action to follow 
a hearing. 


Legal Sanctions re Collections 


The Texas statute is not devoid of legal sanctions 
in the collection field. We have the usual provisions 
for the imposition of a fine for employers who fail 
to keep records or make reports, or who make false 
reports. We have never had occasion to use these 
provisions. The statute maxes our auditors’ sworn 
audits prima facie evidence in a tax suit and provides 
that our tax suits are like suits on sworn accounts; that 
is, Our petition and its exhibits can be the basis for 
a tax judgment unless the defendent files a sworn 
answer and shows that we were wrong in asserting 
liability. This is a very helpful provision since it 
switches the burden of proof from our shoulders to 
the shoulders of the contesting party. Its conclusion 
in the statute probably accounts in large measure 
for the fact that 97 percent or more of our tax judg- 
ments are default judgments. 

Texas law likewise provides that delinquent unem- 
ployment taxes become a lien on both real and 
personal property of an employer which he uses in 
his business. This provision we use constantly with 
efficacy, although we do not employ it in court action, 
that is, we do not bring foreclosure suits because they 
are complicated and unproductive of results which 
cannot be obtained in a simple tax suit. Our real use 
of the lien provision is to file the lien in the records 
of the county where the property is located. This 


Employment Security Review 














— ee 


SS ee 





_—=| t=) &) ff. tf 2a raz 


Tf OO ope KO ww ewe eee 

















* |, es 





This beautiful structure is the Travis County Court House at Austin, Texas. 
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Some legal problems arising 


under the tax provisions of the UI law may have to be solved here, but many such problems can be avoided 


by cooperation between the Commission’s tax and legal departments. 


**The real value of a legal department 


in a tax gathering agency,’ says Lee G. Williams, General Counsel of the Texas Employment Commission, 


*‘is this side of the court house.”’ 


constitutes a cloud on title which quite frequently 
results in the payment of taxes without litigation. 
Similarly, we create judgment liens for taxes by the 
recording of our tax judgments in all counties where 
the judgment debtor has property. The property may 
not be subject to sale under execution at the time we 
file the judgment for record, but the recorded judg- 
ment, too, constitutes a cloud on title which must be 
removed by payment if there is to be any transaction 
with respect to the property involved. 

A statutory provision used as necessity demands it 
and on a fairly regular basis is the provision that we 
ourselves may make audits in order to get the de- 
linquent reports necessary to the proper payment of 
benefits and may charge the recalcitrant employer the 
reasonable expenses which we incur in the task. These 
expenses may be collected as additional penalties and 
taxes, by court action if necessary. ‘To my knowledge, 
we have never had to use this sanction twice on the 
same employer. 

We have never found it necessary to employ the 
statutory powers conferred upon the agency to get 
injunction or receivership, though both are potent 
weapons appropriate to emergency situations. 


November 1953 


Experience Tax Rates 


A procedure related closely to tax procedures is 
‘‘noncharging”’ of benefits or benefit wages to em- 
ployers in certain circumstances. Noncharging under 
the Texas benefit-wage-ratio system of experience 
rating means that the wages paid the claimant by his 
base-period employers do not become the employer’s 
‘benefit wages” to be used in the computation of his 
experience tax rate if the base-period employer fur- 
nishes a separation notice and it is established that 
the claimant’s separation from that employer’s 
employment was under conditions which would have 
been disqualifying if the employment had been the 
claimant’s last employment. Although there have 
been appeals within the Commission, that is, from the 
Insurance Department which makes the initial deter- 
minations as to benefit rights, to the Appeal Tribunal 
and to the Commission, no one of these noncharging 
cases has been taken to court. Noncharging in Texas 
is, thus, actually based upon decisions identical with 
decisions dealing with benefit rights of claimants. 
Since the matter is handled initially by the Insurance 
(Benefit) Department of the Commission, noncharging 
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itself may be considered to be in the benefit-field 
rather than the tax-field of operations. 

Unlike the laws of many States, the Texas statute 
makes no provision for an appeal by an employer from 
our assignment to him of a tax rate. The rates under 
Texas law are the product of an automatic arithmet- 
ical process in which no Commission discretion is 
involved. The employer’s total taxable payroll 
figure for the 3 preceding years is divided into the 
total of his benefit wages for the same 3 years to pro- 
duce his benefit wage ratio. This ratio is multiplied 
by the State experience factor, which is the percentage 
produced by dividing the total benefit wages for all 
employers during the preceding year into (roughly) 
the total amount of benefits paid to all claimants 
during the same year. The result of this multiplica- 
tion is the employer’s experience tax rate which can 
be as low as 0.1 percent and as high as 2.7 percent. 
Any employer can, of course, reach the same result 
as that which is provided in other States by means of 
appeals from the fixing of tax rates: He can refuse to 
pay the taxes and cause,the Commission to sue him, 
or he can pay the taxes and sue in court for a refund. 

Every community-property State likely encounters 
problems flowing from community-property law. In 
Texas we quite often run into the dilemma presented 
by the situation of husband and wife who operate their 
little cafe for example. as community business. When 
the husband dies, is a new employing unit created? 
Is it necessary for there to be a transfer of experience 
from the community employing unit to the individual 
employing unit of the survivor? Even when the wife 
owns and operates a business at the time she marries 
her husband who likewise owns and operates his busi- 
ness, we are concerned (in the absence of a common 
ownership and control provision in our statute) with 
the problem which arises out of the fact that the earn- 
ings of separate property are community property and 
that if these community funds go back into the busi- 
ness it is logical that even the “‘separate”’ businesses 
themselves become community property. The situa- 
tions become particularly important in the determina- 
tion of an experience tax rate and unfortunately there 
are no Texas court decisions directly on the point. 


Interstate Collection Problems 


We have, on a few occasions, been called upon to 
help other States collect their tax judgments after the 
delinquent employer has moved to Texas. In those 
cases we have sued on the out-of-State judgment in 
the courts here and have thus converted the judgments 
into Texas judgments enforceable against property 
which the employer has here. In this connection, we 
are now facing a problem which bulks pretty large. 
A few employers in the oil business have built up a 
fairly heavy tax liability and then have moved their 
rigs, as well as themselves, over the State lines. In the 
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absence of any of their property in Texas against whic! 
a suit (in rem) could be brought, we have only th 
possibility of bringing action in the courts of the Stat 
to which the employer has moved. 


Suspending vs. Terminating Tax Liability 


Most troublesome, likewise, are termination-of 
coverage situations. An application for terminatio: 
of coverage and a showing of less employment in thx 
preceding calendar year than is necessary to tax lia 
bility are prerequisites to termination of tax liability 
in any year. The difficulty arises, however, from the 
fact that many employers cease to have employment 
and therefore do not owe current taxes, but yet have 
not terminated their “employer status.”” When they 
subsequently—at times many years later—have some 
employment, they are very hard to convince of the 
fact that they owe taxes, even though they did not 
have the required number of employees during the re- 
quired period of time necessary to establish original 
tax liability. It is difficult to convince some of these 
employers that they exercised their choice of suspend- 
ing, as opposed to terminating, their tax liability. 
And this is true even though we hand them for in- 
spection the form which they have signed requesting 
suspension and not termination. 

The thing likewise works in reverse. An employer 
who has specifically requested termination of coverage 
and who has made the required showing of employ- 
ment statistics during the preceding year will, none- 
theless, on reentering business a year or so later, claim 
that he is not a new employer and is therefore entitled 
to an experience tax rate based on his prior experience. 
We have in some measure cut the volume of these 
problems by using warnings and explanations in red 
type on the black-and-white termination and suspen- 
sion forms. 

Fairly frequently a tax problem is raised retro- 
actively by means of the filing of an application for 
refund, but the provision of Texas law dealing with 
transfer of compensation experience from predecessor 
to successor employer has been more productive of 
litigation than any other. Even though the present 
law actually makes compensation experience an asset 
of business to be bought or sold as any other asset of 
business, we are still faced with legal tangles growing 
out of the earlier transfer provisions of the statute. I 
mention these problems only to emphasize my earlier 
statement that the thoroughness and the completeness 
of our auditors’ earlier investigations and reports have 
vital bearing upon the ultimate favorable solution of 
these tangles. 

Finally, let me emphasize that the real value of a 
Legal Department in a tax-gathering agency is this 
side of the courthouse. Legal problems rarely become 
big legal problems if they are discussed, analyzed, and 
dissected as soon as they show their heads. 
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NATIONALLY-KNOWN radio and television come- 

dian, a former Bostonian, after an interview with 

the Massachusetts Tax Commissioner, held for 
the purpose of determining his domicile, quipped, ‘‘It’s 
dangerous to even let your mind wander into Massa- 
chusetts as you may be subject to tax!”? While his 
remark was not intended to be taken seriously, it 
does point up the fact that problems may arise under 
any tax program where individuals cross State lines 
in the course of their employment. 

Many employers subject to the unemployment in- 
surance tax are multiple-State employers, having em- 
ployees performing services in more than one State. 
This fact sometimes makes it difficult to determine the 
proper State for coverage and for the collection 
of the tax. 


Multistate Employer’s Liability for Payment of Tax 


The various states adopted the recommendation of 
the Legal Committee of the Interstate Conference in 
1936, with respect to the term “‘employment,”’ so that 
the provisions governing this matter are essentially 
uniform. ‘This action by the states simplified some- 
what the problem of coverage. The provisions, in 
general, prescribe the following tests in relation to 
where the worker’s services are performed: (1) Is the 
service localized? (2) If not localized, where is the 
base of operations? (3) If not localized and no base 
of operations, where is the place from which the service 
is directed or controlled? (4) If not localized and no 
such place of direction, where is the residence of the 
worker? Precedence prevails in the order given. 

Exception to the foregoing is made in the case of 
maritime workers. Services performed on or in con- 
nection with an American vessel are usually covered 
by the State. in which the vessel’s operations are 
ordinarily and regularly supervised, managed, di- 
rected, and controlled. 

Among the multistate employers whose coverage is 
likely to be most troublesome are orchestras, carnivals, 
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Interstate Problems 
in the Tax Program 


By GEORGE H. WELDON 


Chief Supervisor, Contributions Department 


Division of Employment Security, Boston, Mass. 


theatrical enterprises, owners of race horses and grey- 
hounds, and contractors engaged in construction 
work, Because of the wide variation of facts in each 
particular situation, no set rule can be applied. How- 
ever, it has been our experience that other State 
employment security agencies are most cooperative 
and yield or accept coverage whenever they can 
reasonably do so. 

How does an agency discover whether a multiple- 
State employer is doing business in its State? The 
Massachusetts Agency has found that the majority of 
out-of-State employers who do, or intend to do, 
business in Massachusetts, request information as to 
their liability. The agency must seek out those 
employers who, through misunderstanding or ignor- 
ance of the law, fail to meet their obligations. Foreign 
corporations (companies incorporated under the laws 
of another State) doing business in the Common- 
wealth are required to register with the Secretary of 
State. These registrations may be used as a source of 
discovery; another source is the records of State and 
municipal departments charged with the issuance of 
licenses and permits. 

The avenues of discovery open to an agency with 
respect to the detection of the small, nonresident 
employer whose business crosses State lines (who, 
incidentally, are few in number) are limited. The 
existence of this type of employer is sometimes brought 
to light as a result of the filing of a claim for benefits. 
However, only a few employers try to evade their 
obligations. 


Reciprocal Arrangements 


Authorization is contained in many of the State 
employment security laws for the employment security 
agency, under certain circumstances, to enter into 
reciprocal arrangements with appropriate and duly 
authorized agencies of other States. This provision 
tends to simplify further the determination of coverage 
of the multistate worker. Many employers, aware of 
the reciprocal provision, request that an arrangement 
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be made because it would ease their reporting require- 
ments, particularly if they have only a few employees 
scattered throughout the country; or because it would 
result in their paying taxes at a lower rate. While 
these in themselves are not good reasons for entering 
into an agreement, Massachusetts will waive coverage 
on condition that the employee’s consent has been 
obtained and that only a small number of employees 
is involved. 

The Massachusetts statute does not admit of an 
interpretation allowing credit for contributions paid 
to another State for an employee who is permanently 
transferred to Massachusetts and whose service from 
the date of transfer will be performed exclusively in 
the Commonwealth. Consequently, in the event of 
such a transfer, an employer will pay in excess of the 
normal amount of contributions in a year. 


Delinquencies and Collections 


For the purpose of this article, an out-of-State 
employer is one having no branch establishment or 
place of abode within the Commonwealth. As of 
March 31, 1953, there were within this category some 
1,600 employers covering some 6,500 employees. As 
of the same date, there were approximately 100,000 
subject employers in Massachusetts. The percentage 
of delinquency for all subject employers was 3.1. 
The percentage of delinquency of the 1,600 out-of- 
State employers was substantially the same, indicating 
that the compliance of the out-of-State enrployer 
equals that of the intrastate employer, notwithstanding 
the fact that, in most instances, the former is beyond 
the jurisdiction of the Commonwealth. 

The collection of delinquent taxes and reports from 
out-of-State employers is pursued by the ordinary 
means of delinquent notices, demands, and corre- 
spondence. When, however, collection cannot be 
effected by these methods, it is common practice to 
call upon the agency of the home State of the employer 
for assistance. The unemployment insurance agencies 
in the other States have been most cooperative in this 
matter and it has been found in practice that collection 
is usually effected thereby. In the case of out-of-State 
employers whose indebtedness to this Division is 
negligible, no pursuit is made beyond the ordinary 
means noted above, since it is felt that the expenditure 
of administrative funds would be excessive when 
measured against the tax due. 

A problem arises occasionally with out-of-State 
employers when it is found that they have paid their 
contributions, through error, to the agency of another 
State. When this happens, it is sometimes found 
that the statute of limitations (the time limit set by 
law within which action must be taken to effect a 
refund) prevents the refund of the erroneous payment. 
The laws of the different States vary considerably 
in this respect as to the length of time, from 1 year 
upward. Under these circumstances, it is usually 
necessary to make some sort of equitable adjustment 
with the employer. It is also found, on occasion, 
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that an employer has paid into another State fun 
erroneously and that a claimant has drawn benefi 
on the basis of wages reported to the wrong Stat 
When this occurs, it has been our practice to effe: 
an adjustment, whereby the proper State will receiy 
the tax due and will absorb the benefit cost. Thi 
practice is naturally most common with the Stat 
bordering on Massachusetts. 

It is a curious fact that the greatest problem in th 
experience of the Massachusetts agency in connectio: 
with out-of-State employers arises not from the tru 
out-of-State employer, but from the so-called “skip.” 
These are cases where the employer was a Massa- 
chusetts employer, but has ceased operations here 
and is no longer in the State. Frequently, he is an 
irresponsible individual with insufficient capital to 
start a business, who, after a comparatively short 
period of operations, has fled to another part of the 
country, leaving behind many unpaid creditors. It 
is very difficult to obtain any information as to the 
whereabouts of such employers. When an out-of- 
State address can be obtained, recourse is had to the 
facilities of the agency of the State indicated. Un- 
fortunately, however, these addresses frequently turn 
out to be hotels, trailer camps, and. others of such 
transient nature. Due to the cooperation furnished 
by the Bureau of Old-Age and Survivors Insurance of 
the Federal Security Agency, it has been possible in 
many cases to locate these individuals and to effect 
some degree of settlement of their indebtedness to 
this agency. 

In conclusion it should be stated that the question 
of multistate and out-of-State employers does not 
present a serious problem in Massachusetts. In the 
first place, the percentage of such employers is com- 
paratively small. The cooperation of the other 
States, together with the use of the uniform provisions 
adopted for multistate coverage, have simplified the 
entire matter and reduced it to a comparatively 
minor administrative problem. Insofar as matters of 
collection and delinquency are concerned, an intel- 
ligent use of the normal means of pursuit, together 
with the assistance of the investigatory services of the 
agencies of other States, has solved this problem, 
leaving us with only an irreducible minimum of 
accounts of this type, which must eventually be 
written off as uncollectible. 








December Theme 


6 pw December Employment Security Review points up an 
important subject, “Community Employment Develop- 
ment—the Grassroots Approach.” Articles rounding out this 
topic will discuss the use of labor-market information and em- 
ployment security data in furthering economic development and 
in promoting job opportunities; new jobs for displaced indus- 
trial workers; the job center approach; employment expansion 
through diversification; jobs in rural areas; and other angles of 
community employment development. 
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COMMONWEALTH EMPLOYMENT 


SERVICE OF AUSTRIALTA 


BY THE DEPARTMENT OF LABOUR AND NATIONAL SERVICE 


NATIONWIDE Employment Service is a compara- 
A tively recent development in Australia. Labour 
Exchanges had existed in some of the six States 
before the last war—Queensland had them as long ago 
as 1915—but it was not until 1945 that a fully coor- 


dinated Service was set up under the Re-establishment. 


and Employment Act. Its main purpose as described 
at the time was “to provide for facilities to assist in 
bringing about and maintaining a high and stable 
level of employment throughout the Commonwealth.” 
More than half the Australian population of 8.8 
million (roughly equivalent to the population of New 
York City) lives in the six capital cities and another 
fifth in provincial towns. The rest of the population 
is spread over a very wide area. The Employment 
Service, through its 38 metropolitan offices, brings 
its facilities to within a reasonable distance of every 
city dweller. District Employment Offices are sited 
in 81 of the larger provincial towns and cover con- 
siderable areas of the surrounding country. Beyond 
these areas, where the numbers of residents would 
not justify a full-time office, the Department has 
nominated some 350 local agents to carry out the 
more important of its employment functions. This 
organisation is controlled and integrated by a Regional 
Director and his staff in each State capital and by a 
headquarters organisation in Melbourne. 


The Main Functions of the Service 


Like most modern organisations of its kind, the 
Commonwealth Employment Service has a twofold 
function, to provide the worker with the employment 
which suits him best and to provide the employer with 
the workers who have the skills he needs. To carry 
out this function efficiently, the workers must be en- 
couraged to register for work and employers persuaded 
to notify their vacancies. With this in view, the 
Service seeks to provide up-to-date, pleasant, and 
efficiently planned offices. Australia, like many other 
countries, has suffered from a severe housing shortage 
since the war and little capital or labour has been 
available for official building. The Service has so 
far, therefore, had to use accommodations which 
were never intended to serve as Employment Offices. 
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MELBOURNE, AUSTRALIA 


Plans are now being made, however, to build special 
offices which will incorporate the best features of 
those already in use in other countries. Special 
emphasis is being placed on open-type office layout 
to allow for maximum flexibility in the development 
of staff in accordance with changing circumstances. 


Employment Procedure 


When a man or woman calls at a District Employ- 
ment Office and applies for work, particulars of 
qualifications and experiences are recorded and an 
attempt is made to match them with vacancies which 
employers have notified. The applicant is given an 
occupational classification appropriate to his skill, 
but special arrangements are made to enable him to 
change his occupation or improve his position if he 
so wishes. If he cannot be referred to a job immedi- 
ately, his registration is kept alive and continual 
efforts are made to match him against vacancies as 
they are received. In 1952, 248,869 men and women 
were placed in employment out of a total working 
population of 3.5 million. If the applicant cannot be 
placed in employment he is entitled to Unemploy- 
ment Benefit payable by the Department of Social 
Services. The District Employment Officer does not 
himself pay benefits, but he is responsible for ensuring 
that the applicant is genuinely seeking employment. 

It has been one of the main tasks of the Service as 
a new, and in some States an unknown, organisation 
to make its services known to employers—industrial, 
commercial, and rural. Employment Officers have 
made it a special task to go out to employers and 
convince them that the surest way of acquiring the 
labour they need is by the use of the Commonwealth 
Employment Service. Gradually good will has been 
built up until in 1952, 326,654 vacancies were noti- 
fied to Commonwealth Employment Service offices. 
Vacancies that cannot be filled in the locality within 
a reasonable time are circulated by a Central Clear- 
ing House to other offices within the State and, if 
appropriate, throughout the Commonwealth. 

The responsibility which the Service accepts, both 
to the employer and to the worker, has been coloured 
by the changing economic situation of the country. 
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One of the metropolitan employment offices in Melbourne, Victoria. 


In the years immediately following the war, when 
labour was a scarce commodity, the most difficult task 
of Employment Officers was to find sufficient labour 
to fill the jobs; later, when industrial activity slack- 
ened temporarily in 1952, and workers became harder 
to place, the emphasis on filling vacancies changed 
to an emphasis on placing applicants. This pattern 
is not, of course, a uniform one throughout the Com- 
monwealth at one time but is dependent on the 
incidence and prosperity of different types of industry 
in the locality. Generally unemployment has been 
at a low level in Australia since the service was estab- 
lished in 1945 and for most of this time less than 1 
percent of the working population has been on 
unemployment benefit. 


Specialist Functions 


The Commonwealth Employment Sérvice recog- 
nises that its aim should be not merely the maximum 
employment of the available labour force, but also the 
most efficient. It is economically and socially de- 
sirable that everyone needing work not only should 
be employed but that he should be employed on the 
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work most suited to his capabilities. The first and 
most logical step in this process is to ensure that 
those leaving school start their careers in jobs which 
suit them best and which give them the best chance of 
developing their natural talents. To this end, Voca- 
tional Guidance Sections staffed by psychologists 
provide a career counseling service in each State 
capital and periodically visit the major country cen- 
tres. In the capitals, also, Youth Employment Ofh- 
cers, specialising in youth placement, advise on the 
availability of careers and, together with the Voca- 
tional Guidance Officers, service the District Offices 
with information on youth employment. These offi- 
cers keep in close touch with local schools and with 
the parents of the children leaving school. 

Perhaps equally important, not only to the individ- 
ual, but also to the maintenance of full employment 
in its most comprehensive sense, is the work done for 
physically or otherwise handicapped persons. Where 
the placement problems present no unusual features, 
District Employment Officers are able to place these 
men and women in the r0rmal run of employment; 
but the more difficult cases are referred to the Physi- 
cally Handicapped Persons’ Section in each capital 
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A psychologist conducts a vocational guidance interview. 


city, where specially trained officers are available to 
help them find suitable work. These officers never 
lose sight of the fact that they are only one link in the 
chain which leads disabled men and women to full 
rehabilitation. In Australia, the earlier stages in this 
process, such as hospital treatment, rehabilitation and 
vocational training, are the responsibilities of other 
agencies, particularly the Commonwealth Department 
of Social Services and the Repatriation Department. 

The third specialist section within the framework of 
the Commonwealth Employment Service is the Higher 
Appointments Office, which, in each State capital, 
deals with technicians, managerial, executive, scien- 
tific, and professional personnel, university graduates, 
and the higher grades of office workers. ‘This Office 
maintains the registration of such applicants whether 
they have applied directly to the Office or have regis- 
tered at a District Office. Similarly, a register is 
maintained of vacancies in these fields, which have been 
notified by employers. The Higher Appointments 
Office has the assistance of professional and scientific 
advisers and maintains close liaison with professional 
institutions and organisations. An interstate ‘“‘clear- 
ing” system operates so that vacancies of specialised 
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types will be made known on a Commonwealthwide 
basis. 

These special agencies dealing with youth employ- 
ment, vocational guidance, physically handicapped 
persons, and higher appointments together form what 
is known as the Professional Services Office. 


Rural Employment 


Although the proportion of the working population 
employed in factories is much the same as in the 
United States, the Australian economy depends to a 
great extent on its rural industries, which provide the 
bulk of its exports. One of the most serious problems 
that has faced the Commonwealth in recent years has 
been the drift of labour from the country to the cities. 
To counteract this drift, the Service places great em- 
phasis on obtaining and filling rural vacancies, and 
for this purpose maintains special rural employment 
sections in all but the smallest State, Tasmania. ‘The 
main functions of these sections are to tap any sources 
of labour in the metropolitan areas or from overseas 
which might be guided into rural employment, to 
maintain liaison between the country and metropoli- 


37 





tan District Employment Offices, and to keep close 
contact with Government agencies and with primary 
producers and their organisations. 

Special attention is given to the recruitment of the 
large numbers of workers required for seasonal work 
in rural industries, for example, fruit-picking, potato 
digging, sugar-cane harvesting, recruitment for which 
may be undertaken entirely by the Service on behalf 
of the employers. 


Placement of Migrants 


Since the end of the war nearly three-quarters of a 
million migrants have arrived in Australia. The 
Commonwealth Employment Service, in cooperation 
with the Department of Immigration, has processed 
the working migrants from the time of their landing 
to their placement in employment. European Dis- 
placed Persons, of whom over 100,000 have entered 
Australia since 1948, and many thousands of other 
Europeans, have been brought out under contract 
to work for at least 2 years in employment selected 
for them by the Commonwealth Employment Service, 
particularly in basic industries which had been serious- 
ly short of labour. British migrants coming to Aus- 
tralia under the assisted passage scheme or on their 
own account are not under any employment contract, 
but the Employment Service has a responsibility for 
assisting them to find suitable employment. 


Employment Information 


Apart from its placement work, the Commonwealth 
Employment Service has an important role in collect- 
ing and disseminating information on changes and 
trends in labour supply and demand in the various 
regions of Australia. Statistics of transactions of 
District Employment Offices are compiled and anal- 
ysed every month and have been found to give an 
early indication of trends in employment. Each 
District Office also reports each month on develop- 
ments in its area, and a recent development has been 
the institution of a monthly statistical survey of em- 
ployment in the larger factories in each area. Re- 
search sections in each Regional Office and the head- 
quarters of the Department prepare up-to-date 
reports each month on the employment situation in 
each State and Australia as a whole. These reports 
are used by the Commonwealth Government in de- 
veloping its economic policy and in planning the 
intake of migrants, as well as by the Commonwealth 
Employment Service in planning its placement work, 
and are made available to organisations of employers 
and employees and to the press and public generally. 


National Service 


As in the United Kingdom, the employment service 
plays an important part in the administration of the 
National Service Act which provides for the compul- 
sory training in the Navy, Army, and Air Force of 
Australian youths who become 18 years of age each 
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year. The District Employment Offices handle ap 
plications for exemption or deferment of servic: 
organise medical examinations and arrange th 
movement of the trainees to the training centres. 
The Commonwealth Employment Service is still 

young organisation. The major problems of organi 
sation and staffing have been overcome and it i 
rapidly becoming accepted as an essential instrumen: 
in the service of employer and worker alike. Th: 
immediate tasks are those of consolidation and oi 
further development of techniques appropriate to the 
special circumstances of life in Australia. 








Employment Security Activities at a Glance, August 
1953, United States and Territories 











Percentage 
Number or — 
amount _— 
previous 
month 
Overall 1 
Enitinl Cinta. 662 0c cnss ses. 2795, 000 —19 
Weeks of unemployment cov- 

ered by continued claims... 3, 494, 200 —10 
Weeks compensated......... 2, 850, 700 —8 
Weekly average beneficiaries. . 678, 700 +1 
ORD WEE vn ea ceincaaens ss $64, 579, 100 —7 
Funds available as of Aug. 31, 

AS. a eb $8, 827, 027, 700 +2 
New applications............ 601, 600 —9 
Referrals: 

| peepee 1, 095, 600 +1 
Nonagricultural.......... 958, 500 +1 
Placements: 
| re 1, 064, 600 —2 
Nonagricultural.......... 571, 700 0 
Rc ek's od Vand wo aye 342, 700 —1 
WEES oo bot be ek 229, 000 +1 
Mandicanped..<.. os... 20, 500 —2 
Counseling interviews........ 85, 300 —9 
Individuals given tests........ 62, 200 —7 
de ae 176, 800 —4 
Veterans 
Rnbtsniclaimns 80. 5 6. esas ss ss 4 23, 500 —14 
Weeks of unemployment 

CLR FS is Sh. eee eet | 144, 100 —4 
nd | ae ee 5 $3, 232, 600 —3 
New applications............ 137, 100 —1 
Referrals, nonagricultural..... | 226, 600 +2 
Placements, nonagricultural. . . | 131, 700 0 
Placements, handicapped. .... 9, 100 0 
Counseling interviews........ 25, 600 —2 











1 The first 6 items refer to State unemployment insurance programs only; 
they include data for veterans filing under State programs even though such 
veterans may, at the same time, be filing for supplemental benefits under pro- 
visions of the Veterans’ Readjustment Assistance Act of 1952. 

2 Excludes transitional claims which do not represent new unemployment. 

3 Refers to veterans’ payments and claims filed under provisions of the Veterans’ 
Readjustment Assistance Act (effective Oct. 15, 1952). Data include 7,400 initial 
claims, 18, weeks claimed, and $138,327 paid to veterans who were also filing 
for benefits under State programs. 

4 Includes 227 transitional initial claims in order to represent all veterans filing 
under UCV program. 

5 Excludes $1,514 paid to supplement benefits under the railroad unemployment 
insurance program, 
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Here a_ senior social worker 
encourages two younger women 
to enter this shortage pro- 
fessional field. 


Photo: Courtesy Women’s Bureau, 


What Well-Informed Counselors 


Should Know About... 


JOB PROSPECTS FOR WOMEN 


By ADELIA B. KLOAK 


Chief, Special Services and Publications Division 


Women’s Bureau, U. S. Department of Labor 


RISP FALL AIR, boys and girls back in schools and 
i colleges—these herald the beginning of a new 

academic year and the blossoming of a new 
life for many of our young people. 

In schools and colleges throughout the country, the 
groundwork is being laid for many a distinguished 
career. All who are attending classes must decide 
sooner or later what they want to do when school 
days are over. Thoughts are turned to the future 
and what it holds for each of the thousands of indi- 
viduals seeking to fit themselves, through learning, 
for a useful place in the society in which they live. 

This groping for a niche in life starts early and goes 
through life, as letters to the Women’s Bureau show. 
Children in the ninth grade want “information that 
will help them choose a life career.” ‘Those who have 
completed their education want to know where the 
best openings are for their particular skills. Mature 
women, whose duties at home have kept them from 
seeking employment over a period of years and who 
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are now in a position where they must work, or wish 
to work, ask for help in locating jobs that might be 
open to them, 

Essential to the proper counseling of women workers 
or potential workers, whatever their age, is a knowl- 
edge of employment trends and other facts and figures 
related to women’s opportunities in our complicated 
industrial economy. It has long been part of the 
Women’s Bureau program to furnish such information 
to counselors in high schools and colleges and others 
in the community who are in a position to help women, 
young or old, to decide where their best chances are 
for satisfactory present or future employment. 

A recently published Women’s Bureau leaflet on 
the shortage of young women workers in today’s labor 
market highlights facts that every counselor for women 
should know. 

Although there has been no overall shortage of 
women workers, women in the younger age brackets 
have, in the past few years,’ been subject to recruit- 
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ment from all sides. Young women are urged to train 
for nursing and for teaching, since the shortage in 
these fields has caused public concern. Girls out of 
high school can find new and interesting jobs open to 
them in pleasant well-organized modern factories. 
There are new and promising openings in the busi- 
ness world. College training is available for all the 
professions and glamour careers beckon in fields such 
as radio and television. Single women under 35 are 
needed in the Armed Forces; all branches of the serv- 
ice offer opportunities toward a career. 


Economic and Social Factors 


Young women are in great demand. And back of 
this demand are economic and social factors which 
should be carefully considered by those who are in a 
position to give counsel to women workers or poten- 
tial workers. Here are some of the significant facts 
brought out in the Women’s Bureau pamphlet dealing 
with this subject: 

Census figures indicate that while the demand for 
young, mobile women between the ages of 18 and 34 
has been increasing during the decade following 1940, 
the supply of young women in this age bracket has 
dropped off. Although the female population in- 
creased by 10% million between 1940 and 1950, there 
was an actual decline in the number of women in the 
age group between 10 and 24 years; in the late-high- 
school and early-college age bracket of 15 to 19 years, 
the drop amounted to 722,370 women. This means 
that the number of young women leaving school and 
college this year (1953)—chief source for recruiting 
women for military and professional careers—is smaller 
by some 12 percent than it was a decade ago. The de- 
cline in population at these age levels is attributed to 
the low birthrate of the depression years. A gradual 
increase of girls attaining the age of 18 is expected 
after 1952, but not before 1960 will the number of 18- 
and 19-year-olds exceed the 1940 level. 

The sharp increase in the number of early marriages 
and the rising birthrates in the postwar years further 
limits the number of young women available for the 
labor market. In 1950, 56.8 percent of all women 
18 to 24 years old were married as compared to 42.5 
percent in 1940. The birthrate per 1,000 female popu- 
lation, age of mother 15 to 19, increased from 48.9 in 
1940 to 79.7 in 1948. 

As a result of the shrinking supply and growing 
demand for young women workers, acute shortages 
have developed in some of the principal woman- 
employing fields, as the Women’s Bureau leaflet 
points out: 

It has been estimated that in the 10 academic years 
1949-50 through 1958-59, at least 800,000 new ele- 
mentary school teachers will be required to handle 
additional enrollments and replace teachers withdraw- 
ing from the profession. This need cannot possibly 
be met unless many more students than now enroll for 
teacher training. 
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Our increased population, the tremendous expan- 
sion of civilian hospital and public health programs, 
and the stepped-up military needs have created a 
demand for nurses which already far exceeds the 
supply. Estimates vary as to future requirements, but 
it is certain that many more than are now training for 
the nursing profession will be needed to meet civilian 
and military needs in the next decade. 

Increasing use of social work as a public service has 
created a demand for more professionally trained 
personnel in this field. The present shortage of quali- 
fied workers is expected to continue for several years, 
affecting private and public welfare agencies, hospitals, 
and State and Federal institutions. 

Other occupations connected with the health serv- 
ices have many openings for women. There is a 
shortage of medical technologists, X-ray and labora- 
tory technicians, dental hygienists, physical and oc- 
cupational therapists, nutritionists, and dietitians. 

Trained secretaries and other office workers are in 
short supply in some localities and shortages in this 
field are expected to continue. 

It is important that counselors realize this situation 
and take it into consideration in dealing with workers 
or potential workers who might be directed into fields 
where they are needed most, and where jobs are 
almost sure to open to them both now and in the 
future. 


Shortages Hold Threat of Danger 


Since shortages in so many public service fields stand 
as a threat to the future health, education, and welfare 
of the Nation, steps should be taken to overcome these 
shortages as far as possible. Miss Frieda S. Miller, 
Director of the Women’s Bureau, has suggested the 
following measures: 


1. More and better counseling in schools and col- 
leges with attention given to current trends in supply 
and demand as well as to personal considerations 
involved. 


2. Public education to bring recruits into such 
shortage fields as nursing, social work, and teaching, 
in which no one can expect to succeed without highly 
specialized training. 

3. Raising salaries and other standards of employ- 
ment to make these professional and semiprofessional 
fields more attractive as careers. 

4. A change of approach in selecting employees so 
that hiring is based on a realistic appraisal of what is 
required for the job, and consideration is given to all 
age groups that can be used. 

5. Training or retraining of older women for jobs 
in the shortage fields. 

6. Development of program in communities to 
utilize skills of women workers on a part-time basis. 

7. Increased community facilities which would help 
relieve working women of household responsibilities. 
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M. O. Robertson, Clearance Supervisor, and Estelle B. Bradshaw, Staff Development Supervisor, discuss 
plans for statewide clearance training project. 


Ntaff Training Builds Good Morale 


By ESTELLE B. BRADSHAW 


Staff Development Supervisor 


Unemployment Compensation Commission of Virginia 


CCORDING to the Good Book, ‘‘Man shall not live by 
bread alone.” This truth is frequently borne 
out in the life of both public and private agen- 

cies. An organization is influenced in many ways by 
various circumstances, the ultimate effect of which 
is to create in its personnel a ‘“‘state of mind” or 
‘attitude’? which may have an abiding effect on their 
behavior both individually and as an organization. 
Many leaders in such activities as education, religion, 
politics, sports, and business recognize these truths 
and make every effort to maintain morale. Sales 
are stimulated by frequent “‘pep’”’ campaigns; a base- 
ball team is “‘keyed” for the final game; prior to an 
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election the campaign manager constantly encourages 
the workers in his precinct to renew their efforts for 
final victory at the polls; the Army makes a conscious 
effort to sustain the morale of the Armed Forces and 
to destroy the morale of the enemy; administrators in 
industry and government realize that esprit de corps 
is a real element in the capacity for performance and 
do all they can to cultivate it. 

Morale is an intangible quality, but there is no 
escaping the fact that it is ever present, whether for 
good or ill, and that it plays a large part in rendering 
effective service. Morale is high in an organization 
when the employees seek to develop and apply the 
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best they have to the work in which they are engaged 
because they derive intellectual or moral satisfaction 
from the realization of a worthy accomplishment. 


Wholesome morale adds force and energy which are | 


necessary to achievement. It stimulates cooperation, 
loyalty, teamwork—all essential for smooth coordina- 
tion of activities in an organization. Someone has 
said, ‘‘Morale is the organization’s engine oil—good 
engine oil makes for smooth running parts, poor oil 
gums up the works . . . no engine oil—the engine 
ceases to run.” We in the Unemployment Compen- 
sation Commission of Virginia feel that our training 
program provides a constant supply of good engine 
oil. We are convinced that a well organized, perma- 
nent, and continuous training program, based on the 
needs of our employees, is one of the most effective 
ways of developing and maintaining wholesome mo- 
rale. This is necessarily true since the outstanding 
objective of the training program is improvement in 
the performance of work. It embraces every element 
that would contribute to greater efficiency on the job. 
It includes the acquiring*and understanding of infor- 
mation which has functional value. It involves the 
mastery of technical knowledge and the development 
of skills required in the job. Perhaps even more im- 
portant, it covers the mental attitudes and habits of 
thought which are implied under the general term 
“‘morale.” 


Training Programs Help Morale 


Suppose we take a look at the broad bases on Which 
wholesome morale can be maintained and note how 
the various units of our training program strengthen 
these bases. Perhaps the most important and forceful 
of these is knowledge of the purposes and objectives 
of the organization, supported, of course, by a firm 
conviction of their social value. Down through the 
ages such convictions have been the sustaining strength 
of armies in every major conflict and the underlying 
force in great historical movements. ‘These powerful 
drives are equally valuable to any organization today. 
Unless the employees have a firm belief in the general 
objectives of an agency, indifference can easily shade 
over into disbelief, and the morale of the group is 
subsequently lowered. 

A definite effort to keep employees informed culti- 
vates the feeling that everyone “‘belongs” and each 
has a share in the ultimate goal. It also strengthens 
the sense of worthwhileness of one’s own work. I 
know of nothing worse than to be engaged in an ac- 
tivity in which one has no confidence. It is not enough 
that our work provide a living, our daily activities 
must result in a feeling of satisfaction. Morale is 
usually high when there is a belief that the work one 
is doing is important and valuable. We cannot afford 
to leave the assurance of such a conviction to chance. 

Our Orientation and Induction Training Program 
is designed to give the new employee not only a know!- 
edge of his job and those with whom and under whom 
he works, but also the objectives and policies of the 
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Commission—what it stands for in relation to him an: 

his needs and desires. He is given an Orientatio 

Handbook containing information about the Com 
mission and outlining a definite course which is care 

fully followed in the local office in making the new 
employee feel he is an integral part of the organiza 
tion as soon as possible. He visits the various unit: 
and learns something of the many activities involved 
in carrying out the objectives of our organization. 
Through formal Basic Training, and careful on-the- 
job coaching, he is acquainted with the duties, re- 
sponsibilities and standards of his own job and how 
his job ties in with the work of the agency in assuring 
the public competent and courteous service. 

According to a certain biblical translation, the use 
of the word “charity” is not “love” but “‘insight.” 
Using this interpretation, what St. Paul really said in 
his letter to the Corinthians is, “Now abideth faith, 
hope, insight, these three, but the greatest of these is 
insight.” The employee usually comes to his new job 
with faith and hope. It is our responsibility through 
proper orientation and induction training to give him 
insight. 

No two individuals or environments are identical; 
therefore, orientation of a new employee is a challenge 
to the manager or supervisor. The very presence of 
a new trainee should boost the morale of the person 
responsible for his training by feeding his pride of 
versatility and accomplishment and the knowledge 
that he is properly equipped in various manners, 
means, and modes. With a feeling of humility, he 
should be proud that he is permitted to help guide 
and steer the trainee into employment in which he can 
not only render a valuable service to humanity, but 
one that will enable him to live more comfortably, 
more completely, thereby enriching himself, his family, 
and his community as he builds for the future. So, 
in training a new employee, the influence of the 
trainer widens and his own morale is sustained. 


Opportunity—An Important Factor 


With many employees, especially the more ambi- 
tious, opportunity ranks high as a morale builder. 
Obviously, an expanding opportunity is a large factor 
in one’s growth and success in meeting new responsi- 
bilities. Inevitably, some employees will not be 
overly ambitious, but to all satisfactory adjustment to 
work is essential. It is only through such adjustment 
that a person finds in his environment the kinds of 
opportunities which will enable him to develop his 
personality, to fulfill his needs, and ultimately to 
attain the goals he has set for himself. 

A worker who lacks skill in the performance of his 
task is not sure of himself, does not derive pleasure 
or satisfaction from his work, lacks enthusiasm, and 
is easily discouraged. It is of little concern to him 
whether the job is done right or wrong. On the other 
hand, an employee who knows what he is expected 
to do and how to do it is well adjusted, takes pride 
and pleasure in performing his daily duties, and 
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onsiders all phases of his job important. He accepts 
he problems as they arise as a challenge to his 
ngenuity and puts all that he has in his efforts to 
olve them. It is quite unlikely that a person will 
1e able to put his best efforts into his work and to get 
he maximum out of it, even though he may be 
yasically well qualified, unless he has been adequately 
rained in the operations which he is expected to 
perform. 

In addition to the initial training, in-service train- 
ing, either individually on the job or formally in 
groups, provides for each Commission employee 
understanding and encouragement to instill confi- 
dence that he can do the job. Advanced training in 
such technical activities as employment counseling 
and selective placement, job analysis and industrial 
services, clearance, public and human relations, fur- 
ther enables local office personnel to increase their 
opportunities for service and to add to their self- 
confidence and job satisfaction. 


Training Must Keep Pace With Change 


We are working in a constantly changing and 
adapting society. Because of this, we cannot assume 
that the technical skills we learn today will be un- 
changed tomorrow. We cannot remain static in a 
changing world, so training must be a continuous 
process. Refresher training, then, puts employees on 
their mettle, acquaints them with the latest develop- 
ments, gives them a new goal to attain and thus keeps 
them on tiptoe. 

Morale is dependant largely on recognition. Hu- 
man nature is everlastingly the same. Whether in a 
factory, department store, employment service, or 
whatnot, one craves notice of his achievements and 
responds to attention given to the success of his 
efforts. 

Confidence in the integrity and good intent of 
associates and superiors is also an important element 
in morale. It is closely related to loyalty. There 
is no set rule for inspiring confidence and devotion. 
One person will win loyalty in one way, while 
another accomplishes this in an entirely different 
manner. A good leader may use many devices to 
build morale but effective leadership in and of itself 
makes morale. Every great leader through the ages, 
has, by his personality and influence, brought to 
bear on his associates forces of incalculable value. 


Supervisory Training Should Take Precedence 


From the standpoint of maintaining morale, super- 
visory training is clearly the most important type of 
training undertaken in our organization. If only one 
training course could be offered, this would be my 
choice. In order to merit the confidence of his em- 
ployees, the supervisor must know how to plan, organ- 
ize, direct, control, and coordinate in order that peo- 
ple may work harmoniously as a team; he must be able 
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to improve methods and techniques so that maximum 
efficiency is achieved; he must be qualified to instruct 
employees in the acquisition and use of new skills; and, 
above all, he must be able to provide the type of per- 
sonal leadership that will develop initiative, handle 
problems, and obtain cooperation. All these phases 
of the supervisor’s position may be learned. A planned 
training program for supervisors, including man- 
agement, job methods, training methods and 
techniques, and human relations has dispelled any 
preconceived ideas about leaders being “‘born” and 
not “made.” Of all the assets a supervisor may have, 
that of leadership ability is probably the most valuable, 
and it is, fortunately, the one that may be most 
greatly improved through training and conscious 
effort. If a person is untrained for leadership, he 
often “‘rubs the fur” the wrong way, and then wonders 
why he fails to get the desired results with people. 
People usually react in the same manner as that*to 
which they are subjected. Therefore, to get the 
correct reaction from people, a leader must be certain 
that his own actions are right. It is possible to learn 
how to get desired reaction just as it is possible to 
learn the various phases of any profession. 


Develop Pride in Work for Best Results 


A well-trained local office manager or supervisor 
practices those methods which keep people happy on 
their jobs and develop a spirit of “pride in work,” 
and refrains from those practices which result in 
creating indifference or perhaps dislike for the job. 
He knows how to handle the personal relationships 
between himself and his superiors, coworkers, and 
subordinates, so that he is able to achieve maximum 
results through the efforts of others. He recognizes 
that well-planned and well-conducted staff conferences 
are an excellent means of staff development, and that 
they result in a better understanding of the organ- 
ization, duties, responsibilities and relations. A sense 
of personal participation is cultivated that supports 
morale. 

From the standpoint of the manager or supervisor 
there is a feeling of general satisfaction in the creation 
and maintenance of a smoothly working office, ever 
alert to the best methods and techniques, all its units 
effective in themselves, properly integrated, and able 
to respond easily and effectively to any emergency 
like a well-“‘oiled”’ engine. 

It is most difficult to evaluate the results of a 
training program. Many of the most important and 
valuable outcomes are intangible and, therefore, dif- 
ficult to measure. While the immediate objective of 
training is efficient performance, the inculcation of 
morale—that spirit which is expressed in enthusiasm, 
loyalty, devotion to duty, and pride in service— 
should be the ultimate outcome of a successful training 
program. 

Is morale established and maintained through 
training? That’s Up to You! 
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Do Not Overlook This Manpower... 


Handicapped—Potential Strength For The Nation 


Excerpts from a talk by Paul A. Strachan, President, American Federation of the Physically 
Handicapped, and Author of ‘‘National Employ the Physically Handicapped Week,”’ at the 
9th Annual Kickoff Dinner, October 3, launching NEPH WEEK, October 4-10, 1953 


HE distinguished speakers who preceded me have 
jf poe: the purpose and history of National 

Employ the Physically Handicapped Week. As 
individuals, and officials of public and private organi- 
zations, they have made remarkable contributions to 
the success of the Week and for that I thank them 
from the heart. 

I am well aware that despite efforts of the past 10 
years, we are still in the embryo stage of development 
of a real employment program for the handicapped. 
What has and is being done is comparable to trans- 
mutation of an ideal into an effective program. In 
that process, the “‘ideal’” becomes an “ordeal,” be- 
cause there are many perplexing problems constantly 
arising, many of which seem unsolvable, and require 
endless study and hard work to surmount. 


Today, unfortunately, we receive many messages 
from the handicapped from across country, indicating 
that they are being fired, or laid off. I can only hope 
that this is not a prelude to mass firings and unem- 
ployment of handicapped. We must go forward, not 
recede, in developing this program. 

If today it is shown that approximately 10,000 of 
the 25,000 jobs in the occupational directory can be 
satisfactorily filled by the handicapped (an extensive 
research has proved that when properly placed the 
handicapped work as well as nonhandicapped, their 
production record is excellent, they are loyal to their 
jobs, and their absenteeism, on the whole, is lower 
than that of nonhandicapped), then industry has no 
excuse for not affording them employment on equal 
footing with nonhandicapped. 


We have approximately 38 million handicapped. 
Approximately 9 million of them require treatment 
and training before they can compete in employment 
with nonhandicapped. Yet, these handicapped rep- 
resent our greatest asset in potential manpower. 

They do not seek anything except opportunity to 
prove their worth, not as mendicants but as individ- 
uals possessing great potential abilities. They do not 
seek charity, and it is my opinion, based upon 
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nearly 40 years’ experience in this field, that the 
only way we shall ever fully develop this program is 
to regard it solely as an economic problem and make 
it a regular part of labor-management relations. 

At a time when our beloved country is confronted 
with the greatest menace to its continuance as a 
Nation, my good friend, the Hon. John W. McCor- 
mack, distinguished congressional leader, states: “The 
people of our country must realize that the safety of 
our country transcends political parties and individ- 
uals and, God alone knows, the Kremlin is out to 
conquer and dominate and enslave the world. There 
is only one thing that Communist leaders respect and 
fear, and that is strength and power greater than that 
they possess.” 

The surest and most effective way we can be certain 
of having that power, when we need it, is to bring 
our 38 million handicapped citizens to the greatest 
pitch of physical and mental proficiency so that they 
may take their places in our industrial army to build 
and make the armament essential to successful mili- 
ary defense and insure a prosperous, lasting peace. 

For these reasons, I emphasize ‘‘We must rehabili- 
tate and employ our millions of handicapped citizens; 
and it is bad business NOT to hire the Handicapped.” 








At Press TIME 
(Continued from page 23) 


failure to be in training on the deadline date was for 
an “excusable reason.” The veteran won’t be re- 
quired to account to VA for his absence. But if the 
suspension lasts for more than a year, the veteran will 
have to show VA that the absence in excess of 12 
months was caused by conditions beyond his control. 
In this case, he must have VA’s approval before he 
may go on with his Korean GI bill studies. 


VA said that these cutoff date rules and regulations 
apply only to veterans training under the Korean 
GI bill. They have nothing to do with those in train- 
ing under the World War II bill. 
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